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The AEM Group at September 30, 2007
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Key figures of the AEM Group

01.01.2007 01.01.2006 3rd Qtr. 3rd Qtr.
09.30.2007  09.30.2006 2007 2006
Restated Restated
Income statement (millions of euro)
Revenues 5,037 5,054 1,616 1,555
Operating costs -3,749 -3,794 -1,218 -1,151
Labour costs -200 -196 -63 -61
Gross profit from operations 1,088 1,064 335 343
Depreciation and amartisation, provisions and writedowns -464 -448 -164 -143
Profit from operations 624 616 171 200
Financial costs -162 -159 -61 -44
Share of resulis of companies carried at equity - 1 - -
Gains (losses) on disposal of property, plant and equipment 2 -2 -1 -
Other non-operating profits 16 29 3 3
Other non-operating costs -14 -28 -5 -2
Income before taxes 466 457 107 157
Income tax expense -194 -95 -43 -101
Net resull from non-current assets sold or held for sale -1 ] - 7
Minority interests -108 -147 -18 -29
Group net profit for the period 162 223 45 34
Gross profit from operations/Net revenues 21.6% 21.1% 20.7% 22.1%
01.01.2007 01.01.2006
Financial position (millions of euro) 09.30.2007  09.30.2006
Restated
Qperating cash flow 715 573
Net capital expenditure on tangible, intangible and long-term
financial assets -651 -434
Free cash ilow 64 139
Balance sheet (millions of euro) 09.30.2007 12.31.2006
Restated
Capital employed, net 8,947 8,887
Equity pertaining to the Group and minority interests 4,351 3,972
Consolidated net financial position -4 596 -4,915
Consolidated net financial position/Equity pertaining to the Group
and minority interests 1.06 1.24
Consolidated net financial position/Market cap 0.97 1.08
Key figures of AEM S.p.A. 09.30.2007 12.31.2006
Share capital {(euro) 936,024,648 936,024,648
Number of ordinary shares (par value 0.52 eurp) 1,800,047,400 1,800,047 400
Number of treasury shares (par value 0.52 euro} 30,434,850 16,159,850
Key rates and prices 08.30.2007 09.30.2006
Average of 9 months at 6-month Euribor 4.236% 3.075%
Average price of Brent crude (usd/bbl) 67.13 66.96
Average exchange rate €/$ {*) 1.34 1.24
Average price of Brent crude {(Euro/bbl) 50.10 53.82

{*) Source: talian Foreign Exchange Office
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Corporate bodies

Board of Directors

Chairman and Managing Director
Giuliano Zuccoli

Deputy Chatrman
Alberto Sciumé

Directors

Dario Cassinelli

Mario Mauri

Paolo Oberti

Francesco Randazzo

Aldo Scarselli

Antonio Taormina

Gianni Castelli {(appointed by the Board of Directors on February 28, 2007 and confirmed by the
Shareholders' Meeting of April 26, 2007)

General Manager
Renato Ravanelli

Board of Statutory Auditors

Chatrman
Alfredo Fossati

Acting Statutory Auditors
Salvatore Rino Messina
Luigi Carlo Spadacini

Substitute Statutory Auditors
Renato Ravasio
Giovanmi Nicotla Rocca

Independent Auditors
PricewaterhouseCoopers S.p.A. (appointed by the Shareholders' Meeting of April 26, 2007).




New loan for Edipower S.p.A.

On January 29, 2007 Edipower S.p.A. stipulated with a pool of ltalian and international banks a
new credit facility for euro 2,000,000,000 to refinance the existing one, originally of euro
2,300,000,000, stipulated in 2003 and renegotiated in 2005.

The new loan was granted and the previous one repaid on February 2, 2007.

The new loan lasts for 5 years and consists of a medium-term tranche of euro 1,800,000,000 for full
use and one of euro 200,000,000 on a revolving basis, to be used to finance working capital. It is
backed by a pledge from the shareholders of Edipower S.p.A. on its shares.

Personal guarantees, on the other hand, were given by the industrial partners to ensure that
Edipower S.p.A. had the financial resources needed to complete the repowering plan. The financing
banks used to have a series of liens and guarantees on the company's assets, but these have now
been eliminated.

The economic conditions of the new line of credit, which is due to expire on December 31, 2011,
instead of the previous expiry date of September 13, 2008, also ensure significant savings in
financial charges for the Company.

Edison and Depa: an important step forwards in the 1G] project for the construction of the
Italy-Greece gas pipeline

On January 31, 2007 Pierluigi Bersani, the Italian Minister for Economic Development, and
Dimitris Sioufas, the Greek Minister of Development, signed a Protocol of Understanding, in which
the two countries' governments gave Edison and Depa the chance to use transport capacity of 8
billion cubic metres of gas per year provided by the 1GI gas pipeline between ltaly and Greece for
25 years. This project is being given maximum priority at EU level and has been declared a “Project
of European Interest” by Brussels.

The 1GI gas pipeline will make it possible for Italy and other EU countries to import 8 billion cubic
metres of natural gas per year from the Caspian Sea and the Middle East, where more than 20% of
the world's gas reserves are to be found (30,000 billion cubic metres of gas). The IGI pipeline will
represent a new supply route for the Italian and European energy system, which should increase its
security and encourage more competition on the EU gas market.

Edison: capital increased by 519 million euro

In January 2007, 519,564,810 "Edison S.p.A. ordinary share warrants 2007" were exercised at the
subscription price of 1 euro per share. As a result of this exercise, Edison received 519,564,810
euro. There are 498,958,615. “Edison S.p.A. ordinary share warrants 2007” still outstanding at
September 30, 2007.

Edison: wins 5 new hydrocarbon exploration licences in Norway

On February 12, 2007, through its subsidiary Edison International S.p.A., Edison S.p.A. was
awarded 5 new hydrocarbon exploration licences in the Norwegian Continental Platform by the Oil
and Energy Ministry of Norway. In particular, the company acquired three licences in the North Sea
and two in the Sea of Norway. Edison will be present in these blocks with quotas that vary from
50% to 15%, in joint venture with important international operators. The contracts provide for an
initial exploration period of between five and six years, split into three or four operating phases. The
joint venture can renounce the permit at the end of each phase if no commercial findings have been
made.



On February 14, 2007 Edison S.p.A. completed the sale to BG Italia S.p.A. of 66.3% of Serene
S.p.A., a company in which BG Italia S.p.A. already held the other 33.7%, after obtaining approval
from the Antitrust Authority.

The price paid by BG Italia to Edison for the shares in Serene amounts to 98 million euro,
substantially in line with book value. This price includes a component of up to 13 million euro,
payment of which is subject to developments in the CIP6/92 regulations concerning Kyoto emission
rights. '

AEM S.p.A.: sale of investment in Mestni Plinovodi d.o.0. completed

On February 23, 2007, the transfer of AEM's 41.109% stake in Mestni Plinovodi d.o.0. to ACSM
S.p.A. was formalised.

This completes the operation laid down in the framework agreement of July 25, 2006 between the
Municipality of Como, ACSM and AEM and approved by the shareholders of ACSM at the
meeting held on August 5, 2006.

Edison and Petrobras form an alliance to explore for hydrocarbons in Senegal

On February 27, 2007, Edison, through its subsidiary Edison International, and Petrobras, Brazil's
national hydrocarbons company, signed an agreement under which Petrobras will work alongside
Edison in the exploration of the Rufisque Offshore Profond block off the Senegal shore, taking a
40% stake in the project. As a result of this deal, Edison, as the block operator, has reduced its
interest to 55%, while Petrosen, Senegal's national hydrocarbons company, continues to hold 5%.
Under the agreement, Petrobras is to help pay the exploration costs incurred up to the end of 2006,
as well as 70% of the cost of acquiring and processing new seismic data for the permit.

Edison: Gas liquefaction plant for the Rovigo terminal inaugurated in Qatar

March 20, 2007 saw the inauguration in Qatar of the liquefaction plant for the natural gas that is to
be regassified for Edison at the *Adriatic LNG” terminal, which will be installed in the Adriatic Sea
off the shore of Porto Levante (RO) with a total capacity of 8 billion cubic metres per year.

In particular, this was the inauguration of the so-called Train 5 operated by Ras Laffan Liquefied
Natural Gas Company Il (RasGas Il) - the joint venture between Qatar Petroleum and ExxonMobil,
Edison's partner in the construction of the regassification plant - which will supply Edison with
LNG. Train 5, which is one of the most technologically advanced in the world, has a capacity of 4.7
million tonnes of LNG per year, equal to around 6.4 billion cubic metres of gas per year.

Under the agreements that have been signed, Qatar will supply Edison 6.4 billion cubic metres of
gas per year for 25 years, which will make a major contribution towards the diversification and
security of Italy's gas supplies.

AEM S.p.A. buys 7.497% of A.G.A.M. S.p.A. from IRIDE Acqua Gas S.p.A. raising its stake
in A.G.AM. to 24.99%.

On April 2, 2007, AEM S.p.A. and IRIDE Acqua Gas S.p.A. signed a contract for the sale of
IRIDE's entire 7.497% investment in A.G.A.M. Ambiente Gas Acqua Monza S.p.A.
(“AGAM”) to AEM S.p.A. for euro 7,380,000.

As a result of this acquisition, AEM S.p.A. now holds 24.99% of AGAM, which is currently the
entire amount that can be held by a private entity, acting as strategic partner of the Municipality
of Monza in the share capital of AGAM, as laid down in municipal resolution no. 55 of February
17, 2000.

For IRIDE Acqua Gas, the deal forms part of a general reorganisation of the IRIDE Group's
equity investments following the recent merger between AMGA S.p.A. and AEM Torino S.p.A.
AGAM manages local services in the Municipality of Monza, which include natural gas
distribution, collection and distribution of drinking water and the sewage system; the company
also produces heat for district heating and electricity in a cogeneration plant.
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their expiry date in 2009, unless they are renewed, AEM will continue to have the right, as the
only strategic partner, to appoint the Managing Director as well as a certain number of members
of AGAM's Board of Directors and Board of Statutory Auditors.

On March 30, 2007, the acquisition was communicated to the Anti-Trust Authority for its
approval as required by law.

The Authority have its go-ahead on April 18, 2007.

AEM's Board of Directors approves a share buy-back plan for up to 5% of the share capital.
On May 4, 2007 the Board of Directors of AEM S.p.A. resolved to implement the plan to purchase
treasury shares authorised by the shareholders' meeting on October 27, 2006.

The details of the buy-back plan are as follows:

+ the objective is to enable the Company to take advantage of efficient ways of investing its
liquidity, including hedging and trading;

« purchases will be carried out within the limits of distributable earnings and the free reserves
shown in the latest approved set of financial statements;

» the maximum number of shares involved in the buy-back plan cannot exceed 5% of the share
capital (i.e. 90,002,370 shares); therefore, taking into account the 16,159,850 shares already
owned by the Company as of today (around 0.89% of the share capital), the number of shares to
be purchased cannot exceed 73,842,520;

» purchases will be made on the Stock Exchange where the shares are listed, in one or more
tranches over 18 months from the date of the shareholders’ meeting resolution in accordance
with art. 132 of Decree 58 of February 24, 1998 and art. 144-bis of the Issuers' Regulations
adopted by CONSOB with resolution 11971, at a price not more than 5% above and not more
than 5% below the reference price posted by the shares at the stock market session immediately
preceding each purchase.

Edison: construction of a 400 MW combined-cycle thermoelectric plant at Thisvi, in Greece.
On May 9, 2007, Edison's Board of Directors approved an invesiment of around 250 million euro
construction of a 400 MW combined-cycle thermoelectric plant at Thisvi, in the centre of Greece.
This project, which has already obtained an installation licence from the Greek authorities, will be
carried out in partnership (65% Edison) with Hellenic Energy & Development and Viohalco, both
local energy development companies.

AEM's Board of Directors approves the structure and principal terms and conditions for a

merger between AEM S.p.A. and ASM S.p.A.

On June 4, 2007 the Boards of Directors of AEM S.p.A. (“AEM”) and ASM S.p.A (“ASM”")

approved the structure and the principal terms and conditions of a business combination between

the two companies by means of a merger. Details of this project are as follows:

0 Absorption of ASM by AEM.

{0 Registered office in Brescia.

00 Share exchange ratio of 1.60 (each shareholder of ASM will receive 8 AEM shares for every 5
ASM shares).

O An extraordinary dividend of 0.11 euro per share to the shareholders of ASM to be paid prior to
the date that the merger takes effect for a total of 85 million euro.

0 Valuation of the company's economic capital of 1.63934x net of the ordinary dividends already
authorised.

O The deal is subject to confirmation by CONSOB that it would not lead to an obligatory Public
Purchase Offer.




energy component and considerable potential for vertical integration along the electricity and gas
value chain.

The post-merger company will adopt the dualistic governance model, with a Supervisory Board and
a Management Board that will remain in office for three years at a time. The Supervisory Board will
be made up of 15 Directors, of whom 6 appointed directly by the Municipality of Brescia, 6 by the
Municipality of Milan, pursuant to art. 2449 of the Civil Code, and the remaining 3 Directors
elected by minority lists. The Management Board will consist of 8 Directors appointed by the
Supervisory Board on the basis of lists presented by the Supervisory Directors.

On the proposal of the Supervisory Board, the Management Board will appoint two General
Managers, who can also be chosen from among the Management Directors, with complementary
skills and functions. One of these General Managers will be responsible for the Market Division and
of the central offices responsible for providing corporate services and performing centralised
activities for the managements of the post-merger company and the other Group companies; The
other General Manager will be responsible for the Technical and Operations Divisions of the post-
merger company and the other Group companies, such as production, engineering, technical and
operaling development and innovation, distribution of electricity and gas, distribution of heat, the
integrated water cycle and environmental services.

The post-merger company's governance will be based on the principle of alternation and
alternativity of the top positions also for the mandates of the Supervisory Board and of the
Management Board after the first one.

The post-merger company will also have a Strategy Committee to handle special projects, made up
of the Chairmen and Deputy Chairmen of the Supervisory and Management Boards, as well as the
two General Managers, and it will be chaired by the Chairman of the Supervisory Board.

In order to ensure unity and consistency in the management of the post-merger company, the
municipalities of Brescia and Milan, which together own 55% of the voting share capital, will
stipulate a shareholder agreement that will govern, among other things, the principles and methods
for nominating and appointing office bearers and how voting will take place at General Meetings,
guaranteeing stability of control by the two Municipalities.

Moreover, the articles of association of the post-merger company will continue to include a 5%
maximum limit on the voting rights of shareholders other than the Municipalities of Brescia and
Milan with the two Municipalities holding a right of veto against resolutions involving the
liquidation, sale, merger or spin-off of the company, transfer of its head office abroad, change in the
company purpose and approval of amendments to the articles of association that suppress or alter
this right of veto.

The merger plan is conditioned, among other things, by the approval of the pertinent authorities and
resolutions by the various corporate bodies approving the merger and the amendments to the articles
of association of the merging company. The shareholders of the two companies will be called to
general meetings once the operation has been approved by the City Councils of Milan and Brescia.
The board meetings that will decide on the merger plan are expected to take place by June 30, 2007.
The merger is expected to be completed by the end of 2007,

On the same date, the Mayors of Brescia and Milan, being aware of the overall plan for AEM and

ASM to merge, met to sign a document containing the guidelines for the Municipalities relating to

the merger between AEM and ASM, which will be submitted for approval by the respective City

Councils.

In line with what was declared ever since the early stages of the negotiations, the fundamental

principles underlying the ownership structure and governance of the post-merger company are

based on:

» Equal shareholdings on the part of the two Municipalities: based on the share exchange ratio
mentioned in the framework agreement between the two companies, the Municipalities will
each have an initial interest of 27.5%.




to reinforce their joint public control of the post-merger Company, the Municipalities will
purchase a further 5.33 million shares in total.

» Corporate Governance based on the two Municipalities having identical roles and identical
powers, also in the event that the Municipality of Milan's interest gets diluted as a result of the
conversion of the convertible bond loan into AEM shares issued by the Municipality of Milan,
without prejudice to the fact that the overall shareholding has to be at least 50% plus two voting
shares.

The merger between AEM and ASM is subject to execution of the merger between AEM and
AMSA, as envisaged in the protocol of understanding signed by the Companies on June 4, 2007
and agreed to in principle by the Municipality of Milan, assuming that it will be approved by the
City Council.

AEM's Board of Directors approves the structure and principal terms and conditions of a
merger between AEM S.p.A. and AMSA S.p.A.

On June 4, 2007, the Board of Directors of AEM S.p.A. approved the Guidelines for the merger
with AMSA as part of its strategy to consolidate its position in environmental services and the
production of energy from alternative sources. This deal forms part of AEM's strategy of
strengthening its presence in all stages of the business chain of environmental services (collection,
treatment and disposal of waste with energy recovery), becoming the second largest operator in this
sector in the whole of Italy, also as a result of exercising the option to buy the other 70% of
Ecodeco S.r.l. approved by the AEM's Board of Directors on May 15, 2007.

The absorption of AMSA makes it possible to combine AEM and AMSA's activities in the waste
sector, creating a leading operator in environmental services that is integrated along the entire
production chain {(differentiated collection, special types of waste, waste-to-energy) and positioned
in a geographical area that has a high level of demand for waste disposal/incineration and
significant levels of growth foreseen for the coming years.

The deal consists of AMSA being absorbed by AEM once AMSA has gone through a

reorganisation involving:

*+ AMSA setting up a new company called “AMSA S.r.l.”, to which will be transferred the
business division that includes waste collection, street cleaning and waste disposal (including
the incineration plant), as well as the investments held in AMSA 2 S.r.l. and AMSA 3 S.r.l.;

*» the spin-off by AMSA to a new company called “AMSA Patrimonio S.p.A.”, owned 100% by
the Municipality of Milan, of the non-duptlicable assets used in running the waste collection and
street sweeping services;

* a name change from AMSA S.p.A. 1o AMSA Holding S.p.A., prior to the latter being merged
with AEM.

The operation, which will have to be submitted for approval by the shareholders of AEM and
AMSA, will be completed without any need to launch an obligatory Public Purchase Offer in
accordance with art. 49.1.f) of the Issuers' Regulations, in light of the fact that there are effective
and motivated industrial needs that the operation will be able to satisfy.

The share exchange ratio has been indicatively set at 10.07 new AEM shares for every AMSA
share. The definitive share exchange ratio can be approved by a later meeting of the Board of
Directors, expected to take place by June 30, 2007, which will be able to express the detailed
characteristics of the operation by examining the merger plan.

AMBSA has been valued as follows: equity of Euro 270 million and an enterprise value equal to a
multiple of 2006 EBITDA of 6.8x.
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services rendered to the Municipality of Milan in line with what was established in the protocol of
understanding signed by AEM and AMSA.

As a result of the merger of AMSA with AEM, the Municipality of Milan's interest in AEM would
increase from 42.6% to 45.6%.

‘Two conditions have to be satisfied before the deal can go through:

1) the pertinent municipal bodies have to adopt the necessary administrative measures for the
operation to go through in line with current methods, timing and procedures;

2) The Anti-Trust Authority has to give its go-ahead.

AEM's Board of Directors appoints Renato Ravanelli General Manager

On June 25, 2007, the Board of Directors of AEM S.p.A. approved the appointment of Renato
Ravanelli as General Manager. He will be responsible for implementation of the merger with ASM
S.p.A.

AEM'’s Board of Directors approves the merger of AMSA with AEM and the subsequent
merger of ASM with AEM

In line with what was announced to the market on June 4, 2007, on June 25, 2007 the Boards of
Directors of AEM, ASM and AMSA approved their part of the merger of AMSA with AEM and
the subsequent merger of ASM with AEM. They also delegated their Chairmen to call the
respective extraordinary shareholders’ meetings to approve the merger plans after approval by the
Milan City Council of the resolutions concerning it regarding the merger of AMSA with AEM and
approval by the Brescia and Milan City Councils of the resolutions concerning them regarding the
merger of ASM with AEM (also in consideration of the special powers attributed to the
Municipality of Milan by AEM's current articles of association),

The reference balance sheets required by art, 2501-quater of the Italian Civil Code are represented
by the statutory financial statements of AEM and ASM at December 31, 2006, as approved by their
shareholders' meetings on April 26 and 20, 2007 respectively.,

Edison's shareholders' meeting approves the amendments to the articles of association

On June 26, 2007 the extraordinary shareholders' meeting of Edison S.p.A. approved the
amendments to the articles of association regarding the law on savings protection, already examined
by the Board of Directors on May 25, 2007. Of the main changes, the most important concerns the
introduction of a list voting system for the appointment of the Board of Directors so as to permit the
election of a director by the minority shareholders, in this case increasing the number of board
members to 13.

AEM's shareholders' meeting approves the amendments to the articles of association

On June 28, 2007 the extraordinary shareholders' meeting of AEM S.p.A. approved the
amendments to the articles of association regarding the law on savings protection, already examined
by the Board of Directors on May 15, 2007.

Edison: Joint venture with Hellenic Petroleum in Greece

On July 11, 2007 the Board of Directors of Edison S.p.A. approved the signing of a Memorandum
of Agreement between Edison and Hellenic Petroleum, the main hydrocarbon operator in Greece,
for the creation of a 50/50 joint venture in the electricity sector in Greece. Hellenic Petroleum will
transfer to the new joint venture its subsidiary T-Power, which operates a natural gas-fired 390 MW
combined-cycle power plant in Thessaloniki, whereas Edison will transfer its interest (65%}) in the
project for a 420 MW combined-cycle power plant which it is developing at Thisvi, in central
Greece, and the project currently being studied for the construction of a 600 MW coal-fired power
station in the industrial port of Astakos, in the Greek region of Etoloakarnania. The aim of the joint



in operation).

AEM: exercise the put and call options for Edipower

On July 16, 2007 AEM S.p.A. exercised its call on the shares of Edipower S.p.A. versus the
financing partners Interbanca S.p.A. and Albojo Limited (100% The Royal Bank of Scotland) for
the purchase of 28,826,000 shares equal to 2% of the share capital. The shares were transferred on
July 31, 2007. AEM S.p.A. also received notice that Unicredit S.p.A. had exercised its put to sell to
AEM S.p.A. a total of 28,826,000 shares in Edipower S.p.A. equal to 2% of the share capital. The
shares are expected to be transferred by the end of January 2008.

The total outlay will be around 105 million euro.

Following transfer of the shares, AEM S.p.A's stake in Edipower S.p.A. will rise from 16% to
20%.

Edison: exercised the put and call options for Edipower

On July 16, 2007 AEM S.p.A. exercised its call on the shares of Edipower S.p.A. versus the
financing partners Interbanca S.p.A. and Albojo Limited (100% The Royal Bank of Scotland) for
the purchase of 76,065,000 shares equal to 5% of the share capital, as agreed in 2002 and 2003. The
shares were transferred on July 31, 2007.

S.p.A. also received notice that Unicredit S.p.A. had exercised its put to sell to Edison S.p.A. a total
of 76,065,000 shares in Edipower S.p.A. equal to 5% of the share capital. The shares are expected
to be transferred by the end of January 2008. The total outlay will be around 265 million euro.
Following transfer of the shares, Edison S.p.A's stake in Edipower S.p.A. will rise from 40% to
50%.

AEM: call option for Ecodeco exercised

On July 24, 2007, following the exercise of the call option for Ecodeco S.r.l., AEM acquired 64%
of Ecodeco S.r.l. for Euro 223.6 million euro.

As a result of this purchase, AEM now holds 94% of Ecodeco S.r.l. The other 6% of Ecodeco S.r.l,
is the object of a call and put option, respectively in favour of and to be borne by AEM S.p.A.,
exercisable by the end of 2008 at the same conditions.

There is also provision for the price to be adjusted (up or down) based on 50% of any change in the
2007 gross operating profit compared with what it was in 2006 (calculated according to Italian
GAAP and subject to certain adjustments), to which will be applied the contractual multiple of 6.8.

Plan to merge AEM S.p.A., AMSA S.p.A. and ASM S.p.A.

As part of the proceedings related to the merger of AEM S.p.A., AMSA S.p.A. and ASM S.p.A., on
July 23, 2007 the Milan City Council approved the plan for AMSA S.p.A. to be absorbed by AEM
S.p.A. and all of the related preparatory steps, as indicated in the Merger Plan approved by the
Board of Directors on June 25, 2007. On June 27, 2007 and July 23, 2007 respectively, the Brescia
and Milan City Councils approved the plan for ASM S.p.A. to be absorbed by AEM S.p.A.

Edison: Intergovernmental Agreement for the development of a Turkey-Greece-Italy gas
transit corridor

On July 26, 2007, the ltalian Minister for Economic Development, the Greek Minister of
Development and the Turkish Minister of Energy and Natural Resources signed an
Intergovernmental Agreement for a development of a system of gas pipelines for the importation
through Turkey and Greece of natural gas from the Caspian Basin and the Middle East, areas that
have more than 20% of the world's reserves (with 30,000 billion cubic metres of gas).

With this formal document, the three governments recognise the strategic value of the gas transit
corridor and undertake to support the activity of the industrial enterprises involved in building the
infrastructure (ltaly's Edison, Greece's Depa and Desfa, and Turkey's Botas), in order to accelerate
the construction time and do everything possible for it to be inaugurated by the end of 2012. In
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involved, identifies the methods of finalising the agreements for the transit of the gas through
Turkey and sets up an Intergovernmental Coordination Committee with the specific task of
monitoring and facilitating the construction of the various sections of the Turkey-Greece-ltaly
corridor.




Directors' report on operations
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Summary of results, assets and liabilities and financial position

AEM Group
Results
01.01.2007 % 01.01.2006 % Change
09.30.2007 revenues 09.30.2006 revenues
Restated

Millions of euro
Revenues 5,037 100.0% 5,054 100.0% (17)

of which:

- Revenues 4,969 98.6% 4,953 98.0% 16

- Other operating income 68 1.4% 101 20% (33)
Operating costs (3,749)  -74.4% (3,794) -75.1% 45
Labour costs (200) -4.0% (196) -3.9% (4)
Gross profit from operations 1,088 21.6% 1,064 21.1% 24
Depreciation and amortisation (429) -8.5% (390) -7.7% (39)
Provisions and writedowns (35) -0.7% (58 -1.1% 23
Profit from operations 624 12.4% 616 12.2% 8
Net charges from financial management (162) -3.2% (159) -3.1% (3)
Share of results of companies carried at - 0.0% 1 0.0% (1
equity
Gains (losses) on disposals 2 0.0% 2) 00% 4
Other non-operating profits 16 0.3% 29 06% (13)
Other non-operating costs (14) -0.3% (28) -0.6% 14
Income before taxes 466 9.3% 457  9.0% 9
Taxes for the period (194) -3.9% 95 -1.9% (99)
Net profit of operating activities 272 5.4% 362 72%  (90)
Net result from non-current assets sold or (1) 0.0% 8 02% 9)
held for sale
Net profit pertaining to minority interests (109) -2.2% (147) -2.9% 38
Net result for the period pertaining to 162 3.2% 223 44%  (61)

the Group

In line with the previous period, the consolidated income statement includes proportional consolidation
(50%) of the TdE/Edison Group, through Delmi.

The consolidated result of the Ecodeco Group for the period January 1 to June 30, 2007 was attributed
70% to minority interests. From July 1, 2007 it was consolidated 100%. Bear in mind that in the income
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statement of the AEM Group at September 30, 2006, the Ecodeco Group's results were fully
consolidated only from April 1, 2006, allocating to 70% to minority interests, whereas in the previous
period (from January 1, 2006 to March 31, 2006) it was carried at equity according 1o the stake held by
AEM S.p.A. (30%).

Also consolidated at equity is the 20% investment in ACSM S.p.A. (from January 1, 2007) and the
24.99% investment in AGAM S.p.A., previously valued at cost prior to the acquisition of a further
7.497% interest in the second quarter of 2007.

In order to ensure comparability of the figures following the change in accounting policy as a result of
applying IAS 32 para. 23 to the option agreements between AEM S.p.A. and Dolomiti Energia S.p.A.
and between AEM S.p.A. and Societd Elettrica Altoatesina SEL S.p.A. relating to a part of their
investment in Delmi S.p.A., the results at September 30, 2006 (and therefore also at December 31, 2006)
have been restated and show the changes caused by the passing of time to the present value of the debt
retating (o the countervalue of these options as financial charges; this ensures comparability with the
income statement figures at September 30, 2007.

The purchase of the Edipower S.p.A. ordinary shares underlying the call options exercised by AEM
S.p.A. and Edison S.p.A. in July 2007 did not have any impact on the scope of consolidation as the
consolidation percentage of Edipower S.p.A. already included all of the shares underlying both the call
options (for which the shares were bought on July 31, 2007) and the put options (for which the shares
will be transferred in January 2008).

Reference should be made to the section entitled “Consolidation policies and procedures” for further
details.

In the first nine months of 2007, the consolidated revenues of the AEM Group came to 5,037 million
euro, of which 3,101 million was attributable to proportional consolidation of the Delmi Group
(TDE/Edison) and 112 million to full consolidation of the Ecodeco Group's results.

The reduction in revenues compared with the same period of 2006 is mainly due to the lower volumes of
gas sold and distributed because of the exceptionally mild weather during the early months of the year.

Electricity output has gone up by 2.7%, going from 26,148 GWh in 2006 to 26,856 GWh in 2007. It has
benefited principally from the entry into service of the Torviscosa plant, which contributed to the
increase in thermoelectric output.

Because of the mild climate, 739 million cubic metres, 18% less gas was distributed compared with
September 30, 2006. Group sales of gas to end-customers of 2,056 million cubic metres also decreased
on the same period of 2006 (-20.5%). The volumes of heat sold amounted to 242 million thermal kWh
(289 million thermal kWh in the first nine months of 2006). Electricity distributed came to 5,620 GWh,
with a slight decline compared with the same period of the previous year.

The gross profit from operations during the period increased by 24 million euro compared with
September 30, 2006. This trend is mainly due to the positive result of the Gas & Heat and Waste &
Power chains, whereas there was a decline in the margins eamed by the Electricity and Networks and
Regulated Markets sectors, due to the lower quantities of gas distributed during the winter months.

In particular, the Gas & Heat sector benefited from the release of the provisions made last year by
Edison and AEM for AEEG resolutions 248/04 and 298/05, the fact that Plurigas did not have to use the
strategic storage thanks to the higher availability of storage capacity and the mild climate during the first
few months of the year, as well as careful management of the portfolio of procurement sources, which
made it possible to raise margins through summer arbitrage transactions. These positive elements more
than offset the lower profit margins due to the lower volumes of gas and heat sold during the period.




The contribution made by the Waste & Power sector reflects the positive results of the Ecodeco Group
and is higher than the same period last year.

The decline in gross profit from operations of the Electricity sector is mainly due to the drop in margins
on sales of electricity during the first half of the year compared with the same period in 2006, even
though the margins made in the third quarter of 2007 partially offset this downward trend. The Delmi
Group made a positive contribution to the result of the electricity sector, thanks to a higher availability
of its own sources and optimisation of its portfolio of sources and applications, which offset the lower
profitability of the CIP 6/92 plants.

As a result of these changes and after depreciation and amortisation, provisions and writedowns of 464
million euro, the profit from operations amounts to 624 million euro (616 million euro at September 20
2006).

Net financial costs amount to 162 million euro (at September 30, 2006 they came to 159 million euro).
The increase in financial costs mainly derives from interest on prior year taxes.

Taxes for the period amount to 194 million euro (35 million euro at September 30, 2006). One of the
main reasons for the significant increase in the tax charge is the fact that the income statement at
September 30, 2006 included an extraordinary positive effect due to the release of the deferred tax
provision following the realignment of the fiscal and statutory values of the non-current assets of Edison
S.p.A. (Delmi Group) by paying a flat-rate substitute tax.

Consolidated net profit of current operations, net of current taxes, therefore comes to 272 million euro
{362 million euro at September 30, 2006).

The net result of non-current assets sold or held for sale is negative for 1 million euro at September 30
2007 {positive for 8 million euro at September 30, 2006), and relates to certain businesses of the
Ecodeco Group that are held for sale.

The consolidated net profit for the period pertaining to the Group, after deducting the profit pertaining to
minority interests in the Delmi Group (TdE/Edison) and the Ecodeco Group (109 million euro) amounts
to 162 million euro (223 million euro at September 30, 2006).

For a more detailed analysis of the results, see the section on the results for each sector of activity.

Assets and liabilities and financial position

In line with the previous period, the consolidated income statement includes proportional consolidation
(50%) of the TAE/Edison Group, through Delmi.

Line-by-line consolidation of the Ecodeco Group at September 30, 2007 has been affected, as far as the
allocation of minority interests is concerned, by the purchase of 64% of Ecodeco S.r.l. on July 24, 2007,
in addition to the 30% bought on April 22, 2005. The other 6% of Ecodeco S.r.l. is the object of a call
and put option, respectively in favour of and to be borne by AEM S.p.A., exercisable by the end of 2008
at the same conditions at a pre-established fixed price not subject to change. For consolidation purposes,
these call/put options are considered as already exercised. In particular, following the purchase of 64% of
the share capital and the subscription of the liability relating to the estimated outlay for the future exercise
of the 6% and for the price adjustment, from June 30, 2007 the entire consolidated shareholders' equity of
the Ecodeco Group is considered as pertaining to the AEM Group. At December 31, 2006 and September
30, 2006, on the contrary, 70% of the equity pertaining to the Ecodeco Group was classified as “minority
interests”.

As a result of the change in accounting policy made in the first half of 2007 with retroactive effect from
December 31, 2005 (restatement) as a result of applying JAS 32 para. 23 1o the option agreements
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between AEM S.p.A. and Dolomiti Energia S.p.A. and between AEM S.p.A. and Societd Elettrica
Altoatesina SEL S.p.A. relating to a part of their investment in Delmi S.p.A., the balance sheet figures at
December 31, 2006 (and therefore also at September 30, 2006) include the discounted value of these
options as a liability to third parties; in this way, comparability with the balance sheet figures at
September 30, 2007 is guaranteed.

At September 30, 2007, consolidated net capital employed amounted to 8,947 million euro, funded by
shareholders' equity, 4,351 million euro (of which 2,347 million pertaining to minority interests) and net
financial indebtedness, 4,596 million euro (4,915 million euro at December 31, 2006).

The amount of net capital employed has increased by 60 million euro compared with December 31,
2006 mainly because of a rise in intangible assets (+209 million euro) and in investments (+94 million
euro), in short-term receivables and an increase in other payables, partly offset by the reduction in
property, plant and equipment (-119 million euro) and the decrease in working capital (-30 million euro)
and of assets held for sale (-78 million euro).

The consolidated net financial position, amounting 10 4,596 million euro at September 30, 2007, has
improved by 319 million euro, compared with the end of the previous period. Contributions to this
improvement came from the cash flow generated by current operations for 715 million euro, the cash
flow generated by changes in shareholders' equity for 255 million euro, partly offset by investments
which absorbed resources for 651 million euro.

The cash flow generated by current operations amounts to 715 million euro, 142 million higher
compared with September 30m 2006 mainly due to the improvement in working capital.

Investing activities, net of the sale of Serene S.p.A. by the Delmi Group, absorbed 651 million euro (434
million euro at September 30, 2006). These investments mainly relate to net capital expenditure on
property, plant and equipment and intangible assets (516 million euro), to investments (97 million euro)
and to treasury shares (38 million euro),

Free cash flow amounts to 64 million euro (139 million euro at September 30, 2006).

The changes in shareholders' equity generated resources for 255 million euro (121 million euro at
September 30, 2006), thanks mainly to the following factors: 260 million euro from the conversion of
the warrants and 105 million euro from having considered the Edison warrants held by Transalpina di
Energia S.r.l. already exercised, 109 million euro for the share of the result attributable to minority
interests, partly offset by the payment of dividends for 125 million euro by the parent company AEM
S.p.A. and by the 93 million euro reduction in minerity interests' equity following the exercise of the
option by AEM S.p.A. to purchase 64% of Ecodeco S.r.l. and the stipulation of call and put options on
the rematning 6% of the share capital.



As a resuit of these movements, net financial position improved by 0.3 billion euro compared with

December 31, 2006 and by 0.9 billion euro compared with September 30, 2006.

09.30.2007 | 12.31.2006 | Changes | %
restated 07/06
(in millions of euro)
CAPITAL EMPLOYED
Net fixed capital employed 8,994 8,826 168 1.9
- Property, plant and equipment 6,907 7,026 119 .7
- Investment property 17 20 (3} (15.0)
- Intangible assets 2,741 2,532 209 8.3
- Investments and other non-current 939 845 94 11.1
financial assets
- Deferred tax liabilities (787) (769) (18) 2.3
- Provisions for risks (620) (618) (2 0.3
- Employee benefits (203) (210) 71 (3.3)
Working capital (39) 9 (30)] ns.
- Inventories 269 257 12 4.7
- Short-term receivables 1,579 1,903 (324)| (17.0)
- Other current assets 18 13 51 385
- Current derivatives receivable/payable (20) (4) (16)] 400.0
- Trade payables (1,026) (1,318) 292| (22.2)
- Other payables (831} (849) 18] (2.1}
- Other current liabilities (28) (11) (17)| 154.5
Assets/liabilities held for sale (8) 70 (78) n.s.
TOTAL CAPITAL EMPLOYED 8,947 8,887 60 0.7
SOURCES OF FUNDING
Equity method 4,351 3,972 379 9.5
Total financial position
beyond one year 3,775 3,078 697 22.6
Total financial position
within one year 821 1,837 (1,016)] (55.3)
Total net financial position
4,596 4,915 (319 (6.5)
TOTAL SOURCES 8,947 8,887 60 0.7
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(in millions of euro)

09.30.2007 09.30.2006

Restated

NET FINANCIAL POSITION AT THE BEGINNING OF THE (4,915) (5,716)
PERIOD
Net profit for the period 162 223
Depreciation and amortisation 429 390
Changes in assets and liabilities 124 (40)
Cash flow generated by current operations 715 573
Net capital expenditure on tangible, intangible and long-term (651) (434)
financial assets
Change in minority interesis 348 184
Change in equity {93) (63)
Cash flow generated (used) by changes in shareholders' equity 255 121
NET FINANCIAL POSITION AT THE END OF THE PERIOD {4,596) (5,456)

Please refer to the consolidated statement of cash flows for details of the above figures.

(in millions of euro) 09/30/2007 12/31/2006
Restated
Details of net financial position
Bonds - non-current portion 1,114 1,141
Bank loans - non-current portion 2,437 1,665
Due to other providers of finance - non-current portion 222 256
Finance leases - non-current portion 40 53
Financial liabilities - non-current portion 3 3
Financial assets - non-current portion (41) (40)
Bonds - current portion 25 741
Bank loans - current portion 835 1,221
Due to other providers of finance - current portion 60 116
Finance leases - current portion 17 16
Financial liabilities - parent entity 29 25
Financial liabilities - current portion 9 14
Financial payables included in liabilities held for sale 32
Financial payables to companies held for sale 8
Current financial assets (75) (66)
Financial receivables in assets held for sale (8)
Cash and cash equivalents (79) (253)
Cash and cash equivalents included in assets held for sale 9
Total net financial position 4,596 4,915




The extraordinary shareholders’' meeting of AEM approves the mergers between AEM and
AMSA and between AEM and ASM.

On October 22, 2007, the extraordinary shareholders' meeting of AEM approved the plans to merge
AMSA S.p.A. and ASM Brescia S.p.A. with AEM S.p.A. at the terms authorised by the Board of
Directors of AEM on June 25, 2007, as already announced to the market.
The shareholders' meeting therefore approved:
* in connection with the AEM/AMSA merger, an increase in capital to service the share
exchange, for Euro 50,494,605.20, by issuing 97,105,010 AEM ordinary shares of par value
Euro 0.52 each, to be assigned to the Municipality of Milan as the sole shareholder of
AMSA, the company to be absorbed, at an exchange ratio of 10.07 AEM shares for every 1
AMSA ordinary share of par value Euro 5.41 each; and
* in connection with the AEM/ASM merger, an increase in capital to service the share
exchange, for a maximum of Euro 642,591,490.84, by issuing up to 1,235,752,867 AEM
ordinary shares of par value Euro 0.52 each, to be assigned to the shareholders of ASM at an
exchange ratto of 1.60 AEM ordinary shares for every 1 ASM ordinary share (in other
words, 8 newly issued AEM ordinary shares of par value Euro 0.52 each for every 5 ASM
ordinary shares of par value Euro 1.00 each). The number of newly issued AEM shares will
vary according to the number of treasury shares held by ASM at the date that the merger
takes effect; these shares will be cancelled and will not be involved in the exchange. As is
generally known, this exchange ratio takes account of the ordinary dividends already
approved and paid by the respective companies, as well as distribution by ASM of an
extraordinary dividend of Euro 0.11 per ASM share (for a total of around Euro 85 million),
which will be paid to its shareholders prior to the date on which the merger takes effect,
subject to stipulation of the merger deed.
The shareholders’ meeting also approved a new text for the articles of association, which provides
for, among other things, the adoption of a dualistic system of corporate governance (one for
administration, the other for control), the transfer of the company's registered office to Brescia and a
new name following the merger, which will be "A2ZA" S.p.A. The brevity and clarity of the name
reflect the solidity of the values in which ASM and AEM have always believed: territorial roots and
attention to the market's expectations, which will continue to be distinctive characteristics of the
post-merger company as well.
Except for the new company name, which will be introduced as soon as the AEM/ASM merger
takes effect, the new articles of association will be effective from the date of the shareholders'
meeting of A2A called to appoint the first Supervisory Board. The meeting will be called as soon as
possible according to the deadlines by which shareholders can deposit voting lists in application of
the new articles of association.
The companies taking part in the merger intend to pursue the objective of making both mergers
effective as of January 1, 2008.
The deal is also subject, among other things, to confirmation from CONSOB that there is no
obligation to make a public purchase offering, 1o the execution of AMSA's merger with AEM, and
to obtaining all the necessary antitrust authorisations. As regards this last item, the mergers were
formally communicated to the Antitrust Authority on September 27, 2007,
On October 12, 2007 the Authority requested additional information, which the companies are
currently preparing.
AEM and ASM have reserved the right to pull out of the deal if negative circumstances or facts
arise relating to the assets and liabilities, financial situation and/or earnings prospects of either party
that were not known to the other party at the date on which AEM and ASM signed the Framework
Agreement of June 4, which could have a serious and unforeseeable impact on the share exchange
ratio.
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a shareholder agreement to ensure that A2A would be goverried with a consistent and single-ﬁainded
approach. The two Municipalities will exercise joint control over AZA and will have a total holding
of around 55% of the share capital, split equally between the two.



Outlook for operations

Over the coming months, the Group will benefit from the start-up of production at the new Simeri
Crichi and Turbigo power stations and the start-up of the new Canavese heat pump cogeneration
plant in Milan. The policy of optimisation of the energy portfolio favoured by the higher availability
of groups of hydroelectric output will continue in the last quarter of the year, compared with the last
quarter of 2006, and by the rising trend in electricity prices on the IPEX platform from September
onwards. Despite the uncertainties connected with the regulatory context which is still evolving, it
is generally expected that the regulatory framework for the revenues admitied for the power
distribution business for the period 2004-2007 (second regulatory period) will be completed by the
end of this year.

These prospects make it possible to foresee better results than last year.
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Notes to the consolidated financial statements
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{millions of euro)
ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Investment property
intangible assets
Investments
Other non-current financial assets
Non-current derivatives
Deferred tax assets
Other non-current receivables
Restricted or pledged deposits
Other non-current assets

TOTAL NON-CURRENT ASSETS (A)

CURRENT ASSETS
Fixed assets held for sale
Inventories
Current financial assets
Current derivatives
Taxes receivable
Trade and other receivables
Cash and cash equivalents
Other current assets

TOTAL CURRENT ASSETS (B)

TOTAL ASSETS (A+B+C}

SHAREHOLDERS' EQUITY
Share capital
Share premium
(Treasury shares)
lLegal reserve
Other reserves
Net profit for the year
Net profit for the period
Equity pertaining to the Group
Minarity interests
Total shareholders’ equity (D)

LIABILITIES

NON-CURRENT LIABILITIES
Medium/long-term financial liabilities
Deferred tax liabilities
Employee benefits
Provisions for risks
Other non-current liabilities
Non-current derivatives

Total non-current liabilities (E1)

CURRENT LIABILITIES
Trade and other payables
Tax liabilities
Short-term financial liabilities
Provisions for risks
Other fiabilities
Current derivatives

Total current liabilities (E2)

Tota! liabilities (E)
LIABILITIES ASSOCIATED WITH

DEMG064293 of Juty 28, 2008.

{2) The reasons lor the r ant ot the comp

NON-CURRENT ASSETS HELD FOR SALE

SHAREHOLDERS' EQUITY AND LIABILITIES

NON-CURRENT ASSETS HELD FOR SALE
TOTAL LIABILITIES AND EQUITY (D+E+F)

Notes

A)

Al)
A2)
A3)
Ad)
A5)
AB)
AB)

AT)

AB)
AQ)

B)

B1}
B1)
B2)
B3)
B4)
B5)
B6)
B7)

C)

D)

DY)
D2)
D2)

D3)
D4)

D5
Ds)

D&)

E)

E1}

E1-1)
E1-2)
E1-3)
E1-4)
E1-§)

E1-6)

E2)

E2-1)
E2-2)
E2-3)

E2-4)

E2-4)
E2 - 5}

%

6,907
17
2,74
88
578

268
32

10,644 83.80

269

a8
51
1,528
79
18
2,050 1614

8 008
12,702 +t00.00

936

-63
102
867
162
2,004 1578

2,347
4,351 3425

3.816
787
203
620
227

5,653 4450

1,487
143
1,032

28
2,690 2118
8,343 6568

8 o0.08
12,702 100,00

figures ara given In the section entitled "Other Information®.

RESTATED

7,026

2,532
61
507

263
46

10,462

257
19
71

1,849

13
2,516

116
13,094

936

-26

94
673
295

1,973
1,999
3,972

3,118
769
210
618
194

4,909

1,886
86
2,161

11
4,144
9,053

69
13,094

% RESTATED

7,206
22
2,543
42
384

276

146

4

5

79.90 10,628

329

212

83

53

1,513

194

22

19.21 2,406

0.89 474
100.00 13,508

936

-25
24
594

223

15.07 1,822
1,875
30.33 3,797

4,148
774
209
618
190

37.49 5,939

1,671
173
1,614
K}

31,65 3,489

69.14 9,428

0.53 283
100.00 13,508

(1) Agtated parly ransactions in the consclidated financial staterments are analysed in Nete 21, as reguired by CONSOB Resolution no. 15519 ot July 27, 2006.
Significanl non-recurring events and transactions in the consolidated financial statements are analysed in Note 22, as required by CONSOB Communication

%

76.68

17.81
3.51

100.00

13.49

28.11

43.97

25.83
€9.80

2.10

100.00




VTHHNOTNIS WU CuUru) NUlCSs » L
REVENUES 1)

REVENUES FRCM SALES 1.1} 4,687 93.05 4,504( 9090 1,618 1,407

REVENUES FROM SERVICES 1.2) 139 2.7 134 2.5 42 45

REVENUES FROM LONG-TERM CONTRACTS 1.3} 7| 014 19| o038 1 8

OTHER OPERATING INCOME 1.4) 136 2,70 206 408 4 85
TOTAL REVENUES 4,969 98.65 4,953| 98.00 1,597 1,525
QOTHER OPERATING INCOME 2)

OTHER OPERATING INCOME 2.1) 68] 135 101 200 19 30
TOTAL OTHER OPERATING INCOME 68 I.:] 101] z.00 19 30
TOTAL REVENUES AND OTHER OPERATING INCOME 5,037) 1. 5,054) 100.00 1,616 1,555
OPERATING COSTS 3)

RAW MATERIALS AND CONSUMABLES USED At 2,803] ss.s 2834} seo7 907 827

SERVICES USED 3.2 697 1284 655) 1296 237 235

OTHER OPERATING COSTS .3 2491 454 305; 6.3 74 BY
TOTAL OPERATING COSTS 3,749 7443 3,794 75.07 1,218 1,151
LABOUR COSTS 4) 200( 297 196 ass €3 61
GROSS PROFIT FROM OPERATIONS 5) 1,088 21.80 1,064 21.08 335 343
AMORTISATION, DEPRECIATION, PROVISIONS AND WRITEDQ  €) 464 921 448| .8 164 143
NET PROFIT FROM OPERATIONS 7 624 12.39 616 1219 1 ¥al 200
GAINS (LOSSES) ON REVALUATION OF FINANCIAL ASSETS
HELD FOR TRADING 8} 1 002 -1| -0.02 5 1
OTHER GAINS (LOSSES) ON DERIVATIVES 8} 8 D.g 7| 0.4 -1 5
GAINS {LOSSES) ON REVALUATION OF FINANCIAL ASSETS
AVAILABLE FOR SALE 10} 10| -0.20 1| o002 -8
FINANCIAL CHARGES 11} 194  3.85 188 372 €5 85
INCOME (LOSSES) FROM FINANCIAL ASSETS 1z 33| oss 36| on 8 15

DIVIDEND INCOME 12.1) 8l 0.2 5 010 1

INCOME FROM RECEIVABLES/SECURITIES INCLUDED INN 12.2) 1| 0.2 1

INCOME FROM RECEIVABLES/SECURITIES INCLUDED INC 12.3) 25/ 050 30 ose 6 10

EXCHANGE GAINS AND LOSSES 12.4) 1} 0.02 11 ooz 1 5
TOTAL FINANCIAL COSTS 13) -162| -z -158) -3.15 61 -44
SHARE OF RESULTS OF ASSOCIATES DERIVING FROM
VALUATION ACCORDING TO
THE EQUITY METHOD 14) 1 002
GAINS (LOSSES) ON )

DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT 15) 2| o004 «2| -0.04 -1
OTHER NON-OPERATING PROFITS 16) 16| o022 29| 0.7 3 3
OTHER NON-OPERATING COSTS S 14 o028 28] 055 5 2
PROFIT BEFORE TAX ‘ 466 925 457  o.04 107 157
INCOME TAX EXPENSE ©18) 194] 2385 85) 188 43 101
NET PROFIT (LOSS) OF ONGOING OPERATIONS
NET OF TAX 72| 540 362 718 64 56
NET RESULT FROM NON-CURRENT ASSETS
SOLD OR HELD FOR SALE 18) 1| -0.02 8| 0.8 7
NET PROFIT (LOSS) 21| sa3s 370 73z 64 63
MINORITY INTERESTS -108| -216 147 281 -18, -29H
NET PROFIT FOR THE PERIOD PERTAINING TO THE GROUP  20) 162 3.22 223 44y 45 34

Earnings per share (in euro}:

- basic 0.0908 0.1247

- basic, from operating activities 0.0915 0.1202

- diluted 0.0901 0.1215

- diluted, from operating activities 0.0908 0.1170]

-1 Related party ransactions in the consolidated tinancial statements are analysed in Note 21, as required by CONSOR Resolution no. 15519 of July 27, 2008,
Significant non-recurring events and trangactions in the conselidated tinancial statements are analysed in Mots 22, as required by CONSOB Communication
DEM/E064293 of Juty 28, 2008, '

-2 Tha reasons for the restatement of tha comparative figures ara given in the section entitted "Othar Information”.
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frWNaVLiA L olATEMEN T U bRIIT FLUYOS LI 0]

(millions of euro)

Al SEFIEMBEH JU, cUU/

AT DEVENMEBER 31, 2000
Restated

AT SEPTEMBER J0, 2006
Restated

CASH AND CASH EQUIVALENTS AT THE BEGINNING
OF THE YEAR/PERIOD

Operating activities

Not result for the period
Net rasult for the year
Non-monetary flows
Depreciation of property, plant and equipment
Amortisation of iMangible assets
Writadowns (Writebacks} of investments
Change in provisicns for employse benefit provisions
Change in other risk provisions
Change in deferred tax kabilities
Change in working capital:
Change in rade recaivables and other shart-term receivablas
Change in irveniaries of materials
Change in rade payables and other short-term payables
Change in raceivables from ralated parties (not consolidated line-by-line)
Change in payables to related parties (not consolidated ling-by-ling}
Change in assets held for sale
Change in liabilities associated with assets held for sale

Future net cash flows from operating activities

Investing activities

Net capital expendiiure

Sale of investrment proparty

Capital expenditure, net in intangible assets
Elimination of property, plant and equipment
Proparty, plant and aquipment sold
Intangible assets sold

Change in investments

Sale of investments

Purchase/sale of treasury shares

Future net cash flows abscrbed by investment activities

Free cash flow

Financing activitiea

Due to banks

Financial receivables due from third parties

Financial receivables from associates

Financial receivables from companies held tor sale

Assats for financial derivatives

Net tinancial assats hald for sale

Financial receivables in assets hald for sale

Investments held for rading

Liabilities for financial derivatives

Financial payablas to Group companies (not consolidated fine-by-line)
Financtal payablas in liabilittes held for sala

Dus to other providars of finance

Bonds

Payables in current a/c to parent entity

Financial payables to companies held for sale

Payment of liabiliies for fingnce leases

Change in equity pertaining 10 minority intarests {including result for the year)
Changes in shareholders’ equity

Dividends paid

Future net cash flows absorbed by financing activitles

CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EGUIVALENTS AT THE END
OF THE YEAR/PERICD

262

162

369
60

387
1

-125

-247

-183

78

242

295

484
67

578

-672

32
23
-145

122
107

262

242

338
52

156
-127

30

-30
78

573

-A48

-16

3o

-2

139

-156

-6

-2
17
206
-27
-127
-36

17
184

-7

-187

194

(1} Details of nat debt ara given in Note G,

{2} The raasons lor the resiatement of the comparativa figures 8re given in the section entitled “Cther information”,
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A RAREEIR TV ATV FRUG I NATEE PV Tl T W WU &1, &AWV
{millions of euro)
ASSETS

NON-CURRENT ASSETS

HO3Lale0 nesiateg

{note 21} [ (note 21)

(note 21}
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Property, plant and equipment 6,907 7.026 7,208
Investment property 17 20 22
Intangible assets 2,741 2,632 2,543
Investments 88 88 61 61 42 42
Qther non-current financial assets 578 1 507 1 384 3
Non-current derivatives '
Deferred tax assets 268 263 276
Cther non-current receivables 32 46 146
Restricted or pledged deposits 9 2 4
Other non-current assets 4 5 5
TOTAL NON-CURRENT ASSETS (A) 10,644 10,462 10,628
CURRENT ASSETS
Fixed assets held for sale
Inventories 269 257 329
Current financial assets 7 19 212 1
Current derivatives o8 71 83
Taxes receivabte 51 54 53
Trade and other receivables 1,628 61 1,849 65 1,513 66
Cash and cash equivalents 79’ 253 194
Other current assets 18 13 22
TOTAL CURRENT ASSETS (B) 2,050 2,516 2,406
NON-CURRENT ASSETS HELD FOR SALE 8 8 116, 116 474 474
TOTAL ASSETS (A+B+C) 12,702 13,094 13,508
SHAREHOLDERS' EQUITY AND LIABILITIES
SHAREHOLDERS' EQUITY
Share capital 936 936 936
Share premium
(Treasury shares) -63 25 -25
Legal reserve 102 94 94
Other reserves 867 673 594
Net profit for the year ' 295
Net profit for the period 162 223
Equity pertaining to the Group 2,004 1,973 1,822
Minaority interests 2,347 1,999 1,975
Total shareholders’ equity (D) 4,351 3,972 3,797
LIABILITIES
NON-CURRENT LIABILITIES
Medium/long-term financial liabilities 3,816 3,118 4,148
Deferred tax liabilities 787 769 774
Employee benefits 203 210 209
Provisions for risks 620 618 618
Other non-current liabilities 227 194 190
Non-current derivatives
Total non-current liabilities (E1) 5,653 4,909 5,939
CURRENT LIABILITIES _
Trade and other payables 1,487 2 1,886 10 1,671 6
Tax liabilities 143 86 173
‘Short-term financial liabilities 1,032 37 2,161 25 1,614 36
‘Provisions for risks '
Other liabilities 28 11 N
Current derivatives
Total current liabilities (E2) 2,690 4,144 3,489
Total liabilities (E) 8,343 9,053 9,428
LIABILITIES ASSOCIATED WITH '
NON-CURRENT ASSETS HELD FOR SALE 8 8 69 69 283 283
TOTAL LIABILITIES AND EQUITY (D+E«+F) 12,702 13,094 13,508




CONSOLIDATED INCOME STATEMENT
pursuant to Consob Resokitlon no, 1551% of Juty 27, 2008

{mililons of euro)

REVENUES
REVENUES FROM SALES
REVENUES FROM SERVICES
REVENUES FROM LONG-TERM CONTRACTS
OTHER OPERATING INCOME
TOTAL REVENUES

OTHER OPERATING INCOME
OTHER OPERATING INCOME
TOTAL OTHER OPERATING INKCOME

TOTAL REVENUES AND OTHER OPERATING INCOME
OPERATING COSTS
RAW MATERIALS AND CONSUMABLES USED
SERVICES USED
OTHER OPERATING COSTS
TOTAL OPERATING COSTS
LABOUR COSTS
GROSS PROFIT FROM OPERATIONS

AMORTISATION, DEPRECIATION, PROVISIONS AND WRITEDOWNS

NET PROFIT FROM QPERATIONS

GAINS (LOSSES) ON REVALUATION OF FINANCIAL ASSETS
HELD FOR TRADING

OTHER GAINS {(LOSSES} ON DERIVATIVES

GAINS (LOSSES) OM REVALUATION OF FINANCIAL ASSETS
AVAILABLE FOR SALE

FINANCIAL CHARGES

INCOME {LOSSES) FROM FINANCIAL ASSETS
DIVIDEND INCOME
EXCHANGE GAINS AND LOSSES

TOTAL FINANCIAL COSTS

SHARE OF RESULTS OF ASSOCIATES DERIVING FROM
VALUATION ACCORDING TO

THE EQUITY METHOD

GAINS (LOSSES) ON
DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT

QTHER NON-OPERATING PROFITS
QOTHER NON-OPERATING COSTS
ERCFIT BEFORE TAX,

INCOME TAX EXPENSE

HNET PROFIT {LOSS) OF ONGOING OPERATIONS
NETQETAX

MNET RESULT FROM NON-CURRENT ASSETS
SOLD OR HELD FOR SALE

NEJ.PROFIT(LOSS)
MINORITY INTERESTS

NET PROFIT FOR THE PERIOD
PERTAINING TO THE GROUP

INCOME FROM RECENABLES/SECURITIES INCLUDED IN NON-CURRENT ASSETS
INCOME FROM RECEIVABLES/SECURITIES INCLUDED IN CURRENT ASSETS

o007 | ©VEY | prorzo0s | 1P | graarr | OTWICh | ygqrp | ofWhEh
09/30/2007 . 08/30/2006 N 2007 2008 "
arti
parties Rosisted parties parties Restated parties
(note no.21) {note no.21) (nota no.21) {note no.21)
4,687 4,594 1,513 1,407
139 19 134 2 42 6 45 [
7 19 1 8
136 1 206 1 41 65
4,969 4,953 1,597 1,525
68 101 18 30
68 1m0 19 30
5,037, 5,054 1,616 1,555
2,803 2,834 907 827
697 9 655 10 237 3 235 4
249 2 305 2 T4 1 Bg 1
3,749 3,794 1,218 1,151
200 196 53 1
1,088 1,064 35 3
464 448 164 143
624 616 m 200
1 -1 5 1
8 -7 -1 5
10 1 ™
194 1 188 1 65 85|
33 36 9 15
[} 1 5 1
1 1
25 30 [} 10
1 1 1 E)
~162 -158 -81 -44
1 1
2 -2 -1
16 29 3 3
14 23 5 2
466 457 107| 157
184 a5 43 101
212 362 64 56
-1 8 7
F4al an 64 63
-109 147 -18 -29
162 223 48 M
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General information

AEM S.p.A. is a company incorporated under Italian law. AEM S.p.A. and its subsidiaries (“the Group”)
operate essentially in Italy.

The Group is principally involved in the production, sale and distribution of electricity, in the production,
sale and distribution of gas as well as in the activities relating to the building, running and transfer to
other territorial operators of integrated systems for the disposal of waste by valorising material and
energy.

The Group's registered office is in Corso di Porta Vittoria 4, Milan, Italy.

The consolidated quarterly financial statements of the AEM Group are expressed in million euro, which is
also the currency of the economies in which the Group operates.

The consolidated quarterly report of the AEM Group at September 30, 2007, consisting of the balance
sheet, income statement, cash flow statement, statement of changes in equity and explanatory notes, has
been drawn up in accordance with the provisions of art. 82 of CONSOB Regulation no. 11971 of May 14,
1999 and subsequent amendments, as well as pursuant to D.Lgs 38 of 2005.

These short-form interim consolidated financial statements for the period January 1, 2007 - September 30,
2007 have been prepared in accordance with the international accounting standards International
Financial Reporting Standards (IAS/IFRS) issued by the International Accounting Standard Board (IASB)
and approved by the European Union, with particular regard to IAS 34 ° “Interim financial statements.
The condensed consolidated interim financial statements have been prepared applying the same principles
adopted for the consolidated financial statements at December 31, 2006, to which you should refer, with
the only exception of the change in the accounting policy concerning the valuation of put options on
shares/quotas of Group companies explained in the paragraph entitled “Consolidation procedures”; in
addition, from January 1, 2007 the Group adopted for the first time the principles and interpretations
explained in detail in the paragraph entitled “Changes in international accounting standards”.

Publication of the consolidated interim financial statements at September 30, 2007 was authorised by the
Board of Directors of November 14 2007.

The quarterly report is not subject to audit.

Financial statements

The AEM Group presents its income statement by nature, a format that is considered more representative
than the so-called "presentation by destination". This is the same format as the one used by AEM's major
competitors, which is in line with international practice.

For the balance sheet, the Group has adopted a format which separates current and non-current assets and
liabilities, according to para. 51 et seq. of IAS 1.

The statement of cash flows is prepared according to the indirect method.

Basis of preparation

The consolidated financial statements at September 30, 2007 have been prepared on the basis of historical
cost, except for those items which under IFRS are valued at fair value, as indicated in the accounting
policies.




Changes in international accounting standards

From 2007, the Group has adopted for the first time the following standards and interpretations, which
mainly affect the level of disclosure in the financial statements:

IFRS 7 (Financial instruments: supplementary information) which requires additional information
regarding the nature and degree of risks deriving from financial instruments.

IFRIC 8 (Scope of application of IFRS 2) applicable from January 1, 2007, which does not have any
impact on the Group.

IFRIC 9 (Reassessment of embedded derivatives) applicable from January 1, 2007, which does not have
any impact on the Group. It specifies that an entity must assess whether an embedded derivative is
required to be separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contract. It is not possible to revise the initial assessment unless the contractual
conditions have been substantially altered.

IFRIC 10 (Interim financial reporting and impairment), which clarifies that any impairment losses
recognised in interim financial statements for goodwill and certain financial assets (investments in equity
instruments classified as "available for sale” and financial assets carried at cost) should not be reversed in
subsequent interim or annual financial statements. This interpretation does not have any impact as no
impairment indicators arose during the period.

The Group did not apply IFRIC 11 (Group and treasury share transactions), which has already been
published in the Official Journal of the European Union as it is applicable from January 1, 2008.

Interpretation of IFRS and IFRIC not yet approved by the European Union

The foliowing standards and interpretations have not been applied as they are still to be approved by the
European Union:

IFRIC 12 Service Concession Arrangements (applicable from January 1 2008;

IAS 23 Revised Obligatory capitalisation of financial charges incurred for assets that need a certain
period of time before they are ready for use or for sale (applicable from January 1 2009;

IFRS 8 A new approach to segment disclosures. This standard replaces 1AS 14 and requires companies to
disclose segment information based on the same elements that top management uses to take operating
decisions. Operating segments are to be identified on the basis of the intemnal reporting system.
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Scope of consolidation

The consolidated quarterly report of the AEM Group at September 30, 2007 includes the financial
statements of the parent company AEM S.p.A. and of the Italian and foreign companies in which AEM
S.p.A., directly or indirectly, holds a majority of the voting rights that can be exercised at ordinary
shareholders' meetings. The companies on which the parent company has joint control with other
shareholders have been consolidated on a proportional basis.

In the interests of clarity, the scope of consolidation of the AEM Group explained in these notes has been
split into the following areas:
1} the "Old scope" of the AEM Group which refers to all of the companies that do not form part of
the Delmi and Ecodeco sub-groups; it also includes Plurigas S.p.A. and Edipower S.p.A.
proportionally consolidated at 40% and 20% respectively;
2) the Delmi Group which includes the 50% proportional consolidation of the Transalpina di Energia
S.r.1. Group., which in turn comprises a further 25% of Edipower S.p.A;
3) the Ecodeco Group which includes the companies forming part of the scope of consolidation of
Ecodeco S.r.l.

Changes in the scope of consolidation

Old scope of the AEM Group

« Line-by-line consolidation of the Ecodeco Group at September 30, 2007 has been affected, as far as
the allocation of minority interests is concerned, by the purchase of 64% of Ecodeco S.r.l by AEM on
July 24, 2007, on top of the 30% interest acquired on April 22, 2005. The other 6% of Ecodeco S.r.l.
is the object of a call and put option, respectively in favour of and to be borne by AEM S.p.A,,
exercisable by the end of 2008 at the same conditions and at a pre-established price not subject to
changes. For consolidation purposes, these call/put options are considered exercised. In particular,
following the purchase of 64% of the share capital and the subscription of the liability relating to the
estimated outlay for the future exercise of the 6% and for the price adjustment, from June 30, 2007 the
entire consolidated shareholders’ equity of the Ecodeco Group is considered as pertaining to the AEM
Group. Additional goodwill was then booked for the difference between the amount paid to acquire
64% of the share capital and the estimated outlay at September 30, 2007 for the price adjustment and
the residual 6% of share capital and 70% of the Ecodeco Group's net equity.
On the other hand, as regards the consolidated net profit of the Ecodeco Group for the period ended
September 30, 2007, 70% of the result has been allocated to minority interests up to June 30, 2007,
whereas from July 1, 2007, the quarterly consolidated result was consolidated 1009, as the put/call
option for the residual 6% was considered exercised. As far as the previous year is concerned, note
that the call options have become exercisable for 70% of the share capital of Ecodeco S.r.l. and
therefore represent potential voting rights which have to be taken into account when checking whether
or not control existed from April 1, 2006 onwards. As a result, the Ecodeco Group has been fully
consolidated from this date, whereas before it was carried at equity, booking 30% of the result to
caption 14 (“Share of gains and losses on valuation of investments at equity”). For this reason, the
consolidated interim income statement at September 30, 2007 is not comparable with that of the same
period last year. For further details, read the paragraph entitled “Call option contract for 70% of
Ecodeco S.r.1.” 1n the section “Consolidation policies and procedures”.

» AEM S.p.A. exercised its call options for the Edipower shares representing 2% of the share capital.
The shares will be transferred on July 31 2007. This transaction did not have any effect on the scope
of consolidation as Edipower was already 20% consolidated (see paragraph b1) Option contracts for




4% of Edipower S.p.A. between Interbanca S.p.A., Albojo Limited (100% Royal Bank of Scotland),
Unicredit S.p.A. and AEM S.p.A.” in the section “Consolidation policies and procedures”);

On April 2, 2007, AEM S.p.A. acquired an interest of 7.497% in A.G.A.M. Ambiente Gas Acqua
Monza S.p.A. ("AGAM”). As a result of this acquisition, AEM S.p.A. now holds 24.99% of
AGAM, which is currently the entire amount that can be held by a private entity, acting as sirategic
partner of the Municipality of Monza in the share capital of AGAM. Under the shareholder
agreements currently in force with the Municipality of Monza, AEM holds a significant interest and
is able to exercise a considerable influence (as the only strategic partner, it can appoint the
Managing Director as well as a certain number of members of AGAM's Board of Directors and
Board of Statutory Auditors). As a result, starting from April 1, 2007 this investment in AGAM is
carried at equity.

On March 12, 2007, AEM S.p.A. sold 100% of Vaidisotto Energia S.r.l. to AEM Energia Spp.A.,
which subsequently absorbed it.

The investment in ACSM S.p.A. is also consolidated at equity. Given the lack of up-to-date figures at
September 30, 2007, the consolidation includes the figures for the nine months from September 30, 2006
to June 30, 2007, a delay of one quarter which is permitted by 1AS 27 paragraph 27.

Delmi Group
The main changes to the Group's scope of consolidation during the period, which derive from changes in
the scope of consolidation of the TdE/Edison Group, proportionally consolidated at 50%, concern:

in the first half of 2007, Thisvi Power Generation Plant S.A., has been fully consolidated following
the acquisition of 65% of its share capital;

after a redefinition of their ownership structure, Sarmato Energia and Consorzio di Sarmato are now
both held 55% (they were previously held 61% for Sarmato Energia and 52.5% for Consorzio di
Sarmato);

in January 2007, Edison S.p.A. acquired the remaining 20% of Finel S.p.A. from EDF International
for 137 million euro (consolidated for 68.5 million euro), after the seller exercised its put option in
December 2006. Finel was already 100% consolidated and the amount of the put option was already
recorded under financial payables at the end of 2006, as it had already been exercised;

Edison S.p.A. exercised the call options on Empower S.p.A. shares amounting to 5% of the share
capital. The shares will be transferred on July 31, 2007. This transaction did not have any effect on the
scope of consolidation as Edipower was already consolidated 50% by Edison S.p.A. (the proportional
share consolidated by the AEM Group amounts to 25%); For more details see paragraph b2) Option
contracts for 10% of Edipower S.p.A. between Interbanca S.p.A., Albojo Limited (100% Royal Bank
of Scotland), Unicredit S.p.A. and Edison S.p.A” in the section “Consolidation policies and
procedures”);

ETS Srl was merged with Montedison Srl with effect versus third parties from August 1, 2007;
Edison Nederland B.V., a Dutch company, was incorporated in September 2007 as a 100% subsidiary
of Edison International Holding NV (former Montedison Finance Europe).

Ecodeco Group

As a result of AEM's decision to exercise its options for 70% of Ecodeco S.r.l., the minority
shareholders of Fertilvita S.r.]. also gained the right to sell their 4.16% interest to Ecodeco S.r.l.. On
July 24, 2007 Ecodeco S.r.. acquired a 4.16% interest in Fertilvita S.r.l., subsequently booking
goodwill equal to the difference between the amount paid, including an estimate at September 30,
2007 of the price adjustment, and 4.16% of the subsidiary's net equity at June 30, 2007. From July 1,
2007, the income staternent result has been attributed entirely to the Group, whereas up until June 30,
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2007 4.16% of it was accounted for as “net profit pertaining to minority interests”. For further details,
read the paragraph entitled “Call option contract for 4.16% of Fertilvita (a subsidiary of Ecodeco
S.r.L)” in the section entitled “Consolidation policies and procedures”.

Changes to IFRS 5 (“Non-current assets sold or held for sale™)

* On February 14, 2007 Edison S.p.A. completed the sale to BG Italia S.p.A. of 66.32% of Serene
S.p.A., after obtaining approval from the Antitrust Authority. This sale did not have any impact on the
results for the period, as it was already reflected in the previous year's results {pursuant to IFRS 5),
whereas net debt improved by 58 million euro.

* Following the sale of the investments in Serenissima Gas S.p.A., Serenissima Energia S.r.l,
Metroweb S.p.A., AEM Trasmisstone S.p.A. and Edison Rete S.p.A., in the fourth quarter of 2006
and the sale of Mestni Plinovodi d.o.o. and Serene S.p.A. in the first quarter of 2007, in accordance
with IFRS 5, the net result from these assets at September 30, 2006, has been reclassified to "Net
result from non-current assets sold or held for sale”.

Consolidation policies and procedures

Consolidation policies

Subsidiaries

The scope of consolidation of the AEM Group includes the parent company, AEM S.p.A., as well as the
companies over which it exercises direct or indirect control. The subsidiaries are consolidated from the
date on which the Group effectively acquires control and are no longer consolidated from the date on
which control is transferred to a company outside of the Group.

Associates

Investments in associates, in other words those in which the AEM Group holds a significant interest and
is able to exercise a considerable influence, are valued under the equity method. Gains or losses
pertaining to the Group are recognised in the consolidated financial statements from the date on which the
Group began to have a significant influence over the company.

In the event that the loss pertaining to the Group exceeds the book value of the investment, the book value
is cancelled and any excess loss is provided for to the extent that the Group has legal or implicit
obligations towards the associate to cover its losses or, in any case, to make payments on its behalf.

Joint ventures

Joint ventures, i.e. investments in companies in which the AEM Group holds joint control together with
third parties, are consolidated on a proportional basis. The consolidated financial statements therefore
includes, line by line, all of such companies’ assets, liabilities, revenues and costs in proportion to the
AEM Group's shareholding.

Potential voting rights

If the AEM Group holds call options to buy shares or other instruments representing capital that are
convertible into ordinary shares, or other instruments that have the potential, if exercised or converted, to
give the Group voting rights or reduce the voting rights of third parties ("potential voting rights"), such
potential voting rights have to be taken into consideration when assessing whether or not the Group has
the power to govern or influence the other company's financial and operating policies.




Consolidation procedures

General procedure

The financial statements of the subsidiaries, associates and joint ventures consolidated by the AEM Group
have been prepared at each period-end using the same accounting principles as the parent company. Any
items valued on alternative bases are adjusted during the consolidation process to bring them into line
with Group accounting principles. All intercompany balances and transactions, including any unrealised
profits deriving from transactions between Group companies, are eliminated completely.

Unrealised gains and losses with associates and joint ventures are eliminated for the portion pertaining to
the Group. Unrealised losses are eliminated, unless they represent a permanent impairment of sold assets.
In preparing the consolidated financial statements, the assets, liabilities, costs and revenues of the
companies being consolidated are included in their entirety on a line-by-line basis, showing the portion of
shareholders' equity and net profit for the period pertaining t0 minority interests separately in the balance
sheet and income statement.

The book value of the investment in each of the subsidiaries is eliminated against the corresponding share
of each subsidiary's net equity, including any adjustments to fair value at the date of acquisition; any
difference has to be treated in accordance with IFRS 3.

Consolidation procedure of assets and liabilities held for sale (IFRS 5)

Only in the case of particularly large figures and exclusively in connection with non-current assets and
liabilities held for sale, in accordance with the requirements of IFRS 5, the related intercompany financial
receivables and payables are not eliminated, so as to show clearly the financial impact in the event of their
disposal.

Effects on consolidation procedures of certain contracts concerning shares/quotas of Group companies
a) Edison Ordinary Warrants 2007

At September 30 2007, 519,702,462 Edison Ordinary Warrants 2007 were converted, which reduced the
percentage of Transalpina di Energia S.r.l. (TdE) investment in Edison from 69.39% at December 31 2006
to 61.86%.

Note that the total number of Edison Ordinary Warrants 2007 issued amounted to 1,018,616,924, of which
210,012,399 held directly by Transalpina di Energia.

If all of the warrants were exercised, the investment held by Transalpina di Energia would fall to 60%.
There are 498,914,462. “warrants” still outstanding at September 30 2007.

In accordance with IAS 27 on “potential voting rights”, in the calculation of the consolidated portion of the
Group, account has also been taken of the warrants which permit access, in the present, to future economic
benefits.

Hence, considering the intention to exercise them by the end of the year, the Edison Warrants held by
Transalpina di Energia have been taken as exercised. These warrants are in fact exercisable up to
December 31, 2007 and give rights that are applied retroactively to 1.1.2007, whatever the date of
conversion, making it possible to purchase Edison ordinary shares at 1 euro each.
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So because of the potential voting rights, the percentage of Edison consolidated by Transalpina di Energia
rises from 61.86% to 63.47% and this is the percentage used for the consolidation of the Edison's financial
statements by Transalpina di Energia.

Exercising the warrants is in effect an integration of the initial price incurred by Transalpina di Energia for
the acquisition of Edison in line with its original intention to hold not less than 60% of it; this has led to the
booking of additional goodwill for the amount needed to convert the warrants and an increase in eqmty by
the same amount, as shown in the appropriate balance sheet item.

It is also worth mentioning that at the end of any supplementary conversion of the warrants held by
Transalpina di Energia, the Group consolidation percentage could fall to 60% as the result of additional
dilution.

This effect will be taken into consideration globally at the end of the warrant conversion process, which
will take place by December 31, 2007 when the effective number of warrants exercised will be known.

Option contracts for 4% of Edipower S.p.A. between Interbanca S.p.A., Albojo Limited (100% Royal Bank
of Scotland), Unicredit S.p.A. and AEM S.p.A.

On July 16, 2007 AEM S.p.A. exercised its call on the shares of Edipower S.p.A. versus the financing
partners Interbanca S.p.A. and Albojo Limited (100% The Royal Bank of Scotland) for the purchase of
28,826,000 shares equal to 2% of the share capital. The transfer of the shares took place on July 31, 2007,
so from that date, AEM S.p.A. holds 18% of Edipower S.p.A. The purchase of 2% of the share capital
involved an outlay of around 50 million euro.

In addition, AEM S.p.A. stipulated an option contract with Unicredit S.p.A. for an additional 2% of
Edipower S.p.A., which was exercised in July 2007 with payment in January 2008.

Because of the transition to IFRS, AEM S.p.A. has already proportionally consolidated 20% of Edipower
S.p.A. from January 1, 2004 in light of the contracts and agreements existing with the present
shareholders (“tolling”). This consolidation percentage includes the shares under the options which are
not subject to valuation in accordance with IAS 32 and 39.

The payable for the purchase of the additional 2%, amounting to 55 million euro, is classified under
payables to third parties.

Option contracts for 4% of Edipower S.p.A. between Interbanca S.p.A., Albojo Limited (100% Royal Bank
of Scotland), Unicredit S.p.A. and Edison S.p.A

On July 16, 2007 AEM S.p.A. exercised its call on the shares of Edipower S.p.A. versus the financing
partners Interbanca S.p.A. and Albojo Limited (100% The Royal Bank of Scotland) for the purchase of
72,065,000 shares equal to 5% of the share capital. The transfer of the shares took place on July 31, 2007,
so from that date, Edison S.p.A. holds 45% of Edipower S.p.A. The purchase of 5% of the share capital
involved an outlay of around 127 million euro (the portion consolidated by AEM amounts to 63.5 million
euro).

Edison S.p.A. also stipulated an option contract with Unicredit S.p.A. for an additional 5% of Edipower
S.p.A., which was exercised in July 2007 with payment in January 2008.




Because of the transition to IFRS, Edison S.p.A. has already proportionally consolidated 50% of
Edipower S.p.A. from January 1, 2004 in light of the contracts and agreements existing with the present
shareholders (“tolling”). This consolidation percentage includes the shares under the options which are
not subject 1o valuation in accordance with [AS 32 and 39.

The amount due for the purchase of the additional 5% (138 million euro) is shown under payables to third
parties (the portion pertaining to the AEM Group amounts to 69 million euro).

Option contracts between AEM S.p.A. and Dolomiti Energia S.p.A. and between AEM and Societa
Elettrica Altoatesina SEL S.p.A. for part of their investment in Delmi S.p.A.

AEM signed separate option contracts with Dolomiti Energia S.p.A. (DE) and Societa Elettrica
Alloatesina SEL S.p.A. (SEL) for part of the Delmi S.p.A. shares that they hold.

Under the contract between AEM and DE, DE will have the right to sell two lots of Delmi shares to
AEM, each equal 10 25% of DE's investment in Delmi (currently 10%) at a price calculated for each lot
based on various formulas that take into account DE's initial investment and/or any change in the market
price of Edison’s shares.

DE's options can only be exercised - the first in July 2007, the second in the second half of 2008 - if the
entity controlled by DE has not acquired Edison's hydroelectric power plants located in the province of
Trento (also in the form of a joint venture with Edison) and, if exercised, they can be executed over a
period of time that goes from September 1, 2007 to June 30 2009: the first option, equal to 2.5% of Delmi
S.p.A., expired without being exercised.

Under the option contract between AEM and SEL, SEL will have the right to sell to AEM and AEM will
have the right to purchase from SEL two lots of Delmi shares, equal to 50% and 35% respectively of
SEL's investment in Delmi (currently 10%).

The strike price of these options will be calculated for each lot based on various formulas that take into
account SEL's initial investment and/or the value of Edison's shares at the time the options are exercised,
depending in the case of SEL's put options, among other things, on the fact that SEL - at the time of
exercising the option - has or has not become the owner of some of Edison's hydroelectric power plants
located in the Province of Bolzano.

SEL's put options and AEM's call options to buy from SEL, if exercised, can be executed in various
stages between the third anniversary and the six months following the sixth anniversary of TdE's purchase
of the shares and warrants held by IEB (concluded on September 16, 2005).

In line with paragraph 23 of IAS 32, the Group has booked to liabilities the present value of the estimated
outlay which it will not be able 10 avoid if it exercises these options.

Changes in the present value of this liability caused by the passing of time are considered as financial
charges and booked 10 income.

There is still some uncertainty in international accounting standards as to how to treat the difference
between the present value of the strike price of the put options and the book value of the minority
interests. In the absence of an interpretation of this question by the IFRIC, the Group has decided to show
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this difference as a reduction of equity pertaining to the Group (if positive) or as an increase in equity
pertaining to the Group (if negative) as an alternative to adjusting goodwill.

This is in line with previous decisions taken by the Group. It means that changes in the liability that do
not depend on time are adjusted on Group equity.

If the options expire without them being exercised, the liability will be reclassified to equity, reinstating
the minority interests.

The AEM Group valued these options, up to the consolidated interim financial statements at March 31,
2007 in accordance with 1AS 39. However, in light of the way that IFRS are generally applied in
connection with put options on shares, which see IAS 32 paragraph 23 prevailing over IAS 27 IG 7, the
AEM Group has decided to adopt the accounting policy explained previously. As a result, pursuant to
IAS 8 paragraph 14 (“Change in accounting policies”), it has prepared a restatement of the income
statement and balance sheet figures for previous periods, starting from the year ended December 31,
2005.

The consolidated interim financial statements at September 30, 2007 therefore show a liability to third
parties for the eventual exercise of the put options for the shares of DE and SEL amounting to 220 million
euro (231 million euro at June 30, 2006 and 239 million euro at December 31, 2006), a reduction in the
equity pertaining to minority interests of 202 million euro (249 million euro at September 30 2006 and at
December 31, 2006), a negative change in the equity pertaining to the Group of 13 million euro (positive
for 23 million euro at September 30, 2006 and positive for 17 million euro at December 31 2006) and a
financial charge of 5 million euro {one of 5 million euro at September 30 2006 and 7 million euro at
December 31, 2006).

The share of Delmi's result remains 51% as the above options do not currently give AEM access to the
economic benefits associated with the shares under option.

d) Call option contract for 70% of Ecodeco S.r.1.

On April 22, 2005, AEM S.p.A. acquired 30% of the share capital and voting rights of Ecodeco S.r.l.
Under the agreements made at that date, AEM S.p.A. has a call option, which gives it the right, but not
the obligation, to buy the other 70% of the share capital and voting rights of Ecodeco S.r.l. from April
2006, at a price depending on economic and financial ratios based on the consolidated financial
statements of the Ecodeco Group.

Based on these agreements, the call option could not be exercised during the first quarter of 2006, so up
until March 31, 2006 the investment in Ecodeco S.r.l. was consolidated at equity.

At the end of May 2007, AEM S.p.A. communicated to the shareholders of Ecodeco S.r.l. its intention to
exercise the call option to buy 70% of Ecodeco S.r.l., also communicating a provisional strike price that
will be subject to an adjustment in the coming months once the gross operating profit for the whole of
2007 1s known.




Subsequently, AEM and the majority shareholder of Ecodeco agreed that, as a result of exercising the call
option, AEM would purchase a 64% interest in Ecodeco, with the residual 6% being subject to a call
option for AEM to buy or a put option for the shareholder of Ecodeco to sell.

The purpose of this was to give AEM the chance to claim off the amount to be paid for the residual 6% of
Ecodeco in the event of an adjustment that reduced the provisional strike price.

On July 24, 2007, following the exercise of the call option for Ecodeco S.r.l., AEM acquired 64% of
Ecodeco S.r.l. for Euro 223.6 million euro.

As a result of this purchase, AEM S.p.A. holds 94% of Ecodeco S.r.l. The other 6% of Ecodeco S.r.l. is
the object of a call and put option , respectively in favour of and to be borne by AEM S.p.A., exercisable
by the end of 2008 at the same conditions and a pre-established price not subject to changes.

On the purchase of 64%, there is also provision for the price to be adjusted (up or down) based on 50% of
any change in the 2007 gross operating profit compared with what it was in 2006 (both calculated
according to Italian GAAP and subject to certain adjustments), to which the contractual multiple of 6.8
will be applied.

The total outlay (“Total Price”) for the purchase of 70% of Ecodeco S.r.l. amounts to the sum of the
following components:
(i) the price for 64% of Ecodeco, 223.6 million euro, which was paid on July 24, 2007;
(ii) the price for the additional 6%, 20.9 million euro, and
(iii)  an estimate of the possible adjustment on the purchase of the 64% mentioned in point (i),
quantified temporarily at 14 million euro.

The estimate mentioned in point (iii) was calculated on the basis of forecast closing figures for 2007
which the Ecodeco Group had available at September 30, 2007. This estimate will be updated on the basis
of more precise information on the group's results; at present, it does not entail the AEM Group taking on
any formal commitment.

The percentage ﬁarticipation in the result of Ecodeco S.r.l. at September 30, 2007 remains 100% as the
call/put options on 6% of the Ecodeco's share capital allow AEM to have access to the economic benefits
associated with the shares involved in the options.

In light of the above, the AEM Group bocked in its consolidated financial statements an amount of
goodwill equal to the difference between the Total Price as defined above and 70% of the net equity of
the Ecodeco Group at June 30, 2007, booking the payable to third parties for the amounts mentioned in
points (i) and (iii} above.

So given an investment of 94% in the Ecodeco Group and line-by-line consolidation of 100% of the
Group at September 30, 2007, the consolidated financial statements of the AEM Group will consider 70%
of the results of the Ecodeco Group (from January 1, 2007 to June 30, 2007) as "profit pertaining to
minority interests"; from July 1, 2007, the income statement result of the Ecodeco Group pertains
entirely to the AEM Group.

In terms of the balance sheet, 70% of the Ecodeco Group's equity at September 30, 2006 and December
31, 2006 has been classified as “minority interests”.
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From June 30, 2007, on the other hand, these “minority interests” relating to 70% of the net equity of
Ecodeco were eliminated following the purchase of 64% of the share capital on July 24, 2007 and the
call/put option contract for the residual 6% of the share capital which is considered already exercised.

Call option contract for 4.16% of Fertilvita (a subsidiary of Ecodeco S.r.l.)

As a result of AEM's decision to exercise its options for 70% of Ecodeco S.r.l., the minority shareholders
of Fertilvita S.r.l. also gained the right to sell their 4.16% interest to Ecodeco S.r.l.

Therefore on July 24, 2007 Ecodeco S.r.l. purchased 4.16% of the share capital of Fertilvita S.r.]..

The total outlay (“Fertilvita Total Price”) for the purchase of 4.16% of Fertilvita S.r.l. is equal to the sum
of the following components:

(1 the price for 4.16% of Fertilvita, 9 million euro, which was paid on July 24, 2007, and

(ii)  an estimate of the possible price adjustment, quantified temporarily at 0.4 million euro.

The estimate mentioned in point (if) was calculated on the basis of forecast closing figures for 2007 which
the Ecodeco Group had available at June 30, 2007. This estimate will be updated on the basis of more
precise information on the group's results; at present, it does not entail the AEM Group taking on any
formal commitment.

The AEM Group has booked in the consolidated financial statements an amount of goodwill equal to the
difference between the Fertilvita Total Price and 4.16% of its net equity at June 30, 2007 and the amount

payable for the estimated adjustment mentioned in point (ii), which is consolidated 100% by Ecodeco.

The income statement result of Fertilvita from July 1, 2007 was entirely attributable to the Ecodeco
Group, whereas up until June 30, 2007 4.16% was accounted for as “net profit pertaining to minority
interests”.

Equity Swap and Forward Flexible on Edison S.p.A. shares stipulated by Delmi S.p.A.

At September 30, 2007, Delmi S.p.A. is exposed to equity risk on the ordinary shares of Edison S.p.A. as
a result of two derivative transactions.

Delmi S.p.A. has also stipulated an equity swap on 16,981,068 Edison S.p.A. ordinary shares at a price of
1.721865 euro per share with maturity November 2008,

Because of this equity swap, any increases in the value of the stock aver 1.721865 will be a gain for
Delmi (and vice versa).

Delmi S.p.A. will receive amounts from the counterparty equal to any dividends paid by Edison S.p.A. on
the underlying shares.

For the equity swaps the banks will receive a remuneration that is partly variable, based on the time
period of the transaction.

Delmi S.p.A. has also stipulated a flexible forward agreement with a financial counterparty which has the
right, but not the obligation, to buy Edison S.p.A. ordinary shares at a price of 1.635 euro per share up to
a maximum of 16,981,068 Edison S.p.A. ordinary shares with maturity November 2008.




Because of this transaction, any increases in the value of the stock over 1.635 will be a cost for Delmi.
Any decrease under 1.635 euro will not result in a gain for Delmi, because in this case the counterparty
would not exercise its right.

In May 2007, the notional amount of the equity swap was raised from 16,616,858 Edison S.p.A. ordinary
shares to 16,981,068 shares in order to adjust the notional amount of the flexible forward agreement.

In fact, every time that Edison S.p.A. distributes a dividend, the notional amount of the flexible forward
agreement increases in percentage for an amount equal to the ratio between the dividend and the share
price at the date that it goes ex-coupon, whereas as a result the strike price of the flexible forward
agreement falls proportionately.

The notional amount of the equity swap was therefore increased to avoid a mismatching of the notionals.

These financial instruments are classified as “held for trading” and valued at fair value through profit and
loss in accordance with TAS 32 and 39.

Seasonal nature of the business

Note that given the nature of the Group's core activities, interim results may be affected by the climate
during the period.
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NOTES TO THE BALANCE SHEET ITEMS

Changes compared with December 31, 2006 and September 30, 2006:

As explained previously in the paragraph entitled "Scope of consolidation"”, to which you are referred
for further detail, the line-by-line consolidation of the Ecodeco Group at September 30, 2007 has
been affected, as far as the allocation of minority interests is concerned, by the purchase of 64% of
Ecodeco S.r.l on July 24, 2007, in addition to the 30% interest acquired on April 22, 2005. The other
6% of Ecodeco S.r.l. is the object of a call and put option, respectively in favour of and to be borne
by AEM S.p.A., exercisable by the end of 2008 at the same conditions and at a pre-established price
not subject to changes. For consolidation purposes, these call/put options are considered exercised. In
particular, following the purchase of 64% of the share capital and the subscription of the liability
relating to the estimated outlay for the future exercise of the 6% and for the price adjustment, from
June 30, 2007 the entire consolidated shareholders' equity of the Ecodeco Group is considered as
pertaining to the AEM Group. Additional goodwill was then booked for the difference between the
"Total Price" (the amount paid to acquire 64% of the share capital and the estimated outlay at
September 30, 2007 for the price adjustment and the residual 6% of share capital) and 70% of the
Ecodeco Group's net equity at June 30, 2007. At December 31, 2006 and September 30, 2006, on the
other hand, 70% of the equity pertaining to the Ecodeco Group was classified as “minority interests”.

Changes in “Accounting Policy” as per IAS 8 with retroactive effect (restatement of the figures
at September 30, 2006 and December 31, 2006):

As explained previously in the paragraph entitled "Consolidation policies and procedures", to which
you are referred for further detail, as a result of the change in accounting policy made in the first half
of 2007 with retroactive effect from December 31, 2005 (restatement) as a result of applying IAS 32
para. 23 to the option agreements between AEM S.p.A. and Dolomiti Energia S.p.A. and between
AEM S.p.A. and Societa Elettrica Altoatesina SEL S.p.A. relating to a part of their investment in
Delmi S.p.A., the balance sheet figures at December 31, 2006 (and therefore also at September 30,
2006) include as habilities to third parties the discounted countervalue of these options; in this way,
comparability with the balance sheet figures at September 30, 2007 is guarantees.

Exercise of the call/put options on 4% of Edipower S.p.A. (AEM S.p.A.) and 10% of Edipower
(Edison S.p.A).

The purchase of the Edipower S.p.A. ordinary shares underlying the call options exercised by AEM
S.p.A. and Edison S.p.A. in July 2007 did not have any impact on the scope of consolidation as the
consolidation percentage of Edipower S.p.A. already included all of the shares underlying both the
call options (for which the shares were bought on July 31, 2007) and the put options (for which the
shares will be transferred in January 2008). Reference should be made to the section entitled
“Consolidation polictes and procedures” for further details.




ASSETS

A) NON-CURRENT ASSETS
A1) PROPERTY, PLANT AND EQUIPMENT

Net book | Cap. | Other |Reclass.| Dispos|Depreciati| Total | Net book
value |expend.|changes als onand [changes| value
(in millions of euro) 12.31.2006 writedown 09.30.2007
s
Land 121 3 (3) 121
Buiidings 624 2 19 (3) (25) (7 617
Plant and machinery 5,650 68 1 53 (6 (321)] (205) 5,445
Indusirial
and commercial 15 1 1 3 (1) 14
equipment
Other property, plant and 34 6 2 (2) (3) 3 37
equipment
Construction in progress 432 186 (8) (76) 102 534
and advances
Leasehold improvements 3 1 n (1) (N 2
Leased assets 147 6 (16) (10) 137
Total 7,026 267 (5) -l (12) (369)| (119) 6,907

Property, plant and equipment amount to 6,907 million euro (7,026 million euro at December 31,
2006) have decreased by 119 million euro as a result of the following items:
 the increase of 267 million euro due to capital expenditure and advances to suppliers during the
period under review broken down as follows:
- Electricity, 114 million euro;
- Gas and Heat, 52 million euro:
- Services, 5 million euro;
- Networks and Regulated Markets, 82 million euro;
- Waste & Power, 7 million euro;
- Other Activities, 7 million euro.
* the decrease of 12 million euro is attributable to assets due to be sold of which 9 million euro
related to the Delmi Group;
* the decrease of 369 million euro due to the depreciation for the period, of which 232 million
euro related to the Delmi Group;
* the decrease of 5 million euro, due to other changes.
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Capital expenditure during the period concerned:

the electricity chain for 114 million euro, of which 29 million euro relating to the "Old scope" of
the AEM Group and 85 million euro to the Delmi Group. In particular, as regard the AEM's
"Old scope", capital expenditure refers mainly to the hydroelectric plants at Premadio and
Grosio, the new control panel at the San Giacomo dam, the new no. 6 Group at the Cassano
d'Adda thermoelectric plant, continuation of works on the new Viola Canal and consolidation of
the San Giacomo Dam, As regards the Delmi Group, it refers to the plants under construction at
Simeri Crichi (CZ) and the repowering of the Turbigo (MI} thermoelectric plant belonging to
Edipower S.p.A.;

the Gas and Heat chain, for 52 miilion euro, of which 20 million euro for work on the plants and
district heating networks in the Milan area and certain neighbouring municipalities (AEM's "Old
scope"), whereas the remaining 32 million euro involve the development of deposits in the
Adriatic Sea and investments abroad (Delmi Group);

the Services chain, for 5 million euro, involving buildings such as the buildings of the
warehouse of Via Gonin and the Trento and Caracciolo substations, as well as purchases of
equipment, furniture, fittings, IT equipment and other operating assets;

the Networks and Regulated Markets chain, for 82 miliion euro. As regard the AEM "Old
scope”, capital expenditure total 47 million euro and concerns work on the 220 kV and 130 kV
lines, the extension of the medium and low voltage networks, refurbishing of transformer and
isolator cabins, modernisation of internal systems, laying medium and low pressure pipes,
fitting of risers and meters. Capital expenditure for the Delmi Group amounts to 35 million euro
and relates to the construction of the Caverzere-Minerbio gas pipeline and upgrading the
Collalto storage facility;

the Waste & Power chain, for 7 million euro, relating to investments by the Ecodeco Group;

the Other Activities chain, for 7 million euro, relating to the Delmi Group.

The overall value of property, plant and equipment includes 534 million euro (432 million euro at
December 31, 2006) of construction in progress and advance payments with changes during the
period of 102 million euro, detailed as follows:

the increase amounting to 186 million euro, resulting from capital expenditure incurred during
the period under review;

the decrease amounting to 84 million euro, of which 49 million related to the "Old scope" of the
AEM Group and 35 million euro to the Delmi Group due to the completion and subsequent
start-up of the orders mainly concerning development and expansion works on the plant and
machinery owned by the Group.

Property, plant and equipment include 137 million euro of leased assets, of which 60 million euro
relate to the Delmi Group and 29 million euro to the Ecodeco Group, booked in accordance with
IAS 17 (revised). The total value of residual debt included in "payables and other financial
liabilities" amounts to 57 million euro.

Property, plant and equipment are almost all located in Italy and their value does not include any
capitalised financial charges.




A2) INVESTMENT PROPERTY

Balance at Changes for Balance at

(in millions of euro) 12/31/2006 the period 09/30/2007

Investment property 20 (3) 17

Investment property at September 30, 2007 consists of land and buildings not held for the Group's
business purposes; they amount to 17 million euro and all relate to Delmi Group.

A3) INTANGIBLE ASSETS

Net book | Cap. Other |Reclass|Disposals | Amort.| Total | Net book
value expend. | changes . /Writedo change] value

(in mi“ions Of euro) 12.31.2006 WIS. - 09.30.2007
Industrial patents and 18 1 1 Gy M 17
intellectual property
rights
Concessions, licences, 227 4 (16 (12 215
trademarks and similar
rights
Goodwill 1,919 289 (5) 284 2,203
Assets in process of 7 2 (5) (3) 4
formation
Other intangible assets 361 25 (43) (41} (59) 302
Total 2,532 28 246 - (5) (60)| 209 2,741

Intangible assets at September 30, 2007 total 2,741 million euro compared with December 31, 2006,

showing an increase of 209 million euro, as a result of:

+ the increase of 28 million euro due to capital expenditure during the period, of which 3 million
euro relating to Services, 1 million euro deriving from the "Waste & Power" division and 24
million euro relating to the Delmi Group, including investments in research and exploration of
Hydrocarbons reserves;

+ the increase of 105 million euro in the goodwill resulting from the accounting treatment of the
Edison warrants held by Transalpina di Energia as indicated in the “Consolidation procedures”;
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» the increase of 177 million euro in the goodwill resulting from the purchase of a further 64% of
Ecodeco S.r.l. in July 2007 in addition to the 30% interest already held from April 2005, as well
as from the consolidation of 6% of the call/put options on the share capital of Ecodeco S.r.l.
considered exercise;

+ the increase of 7 million euro in the goodwill of the Ecodeco Group after the purchase of 4.16%
of Fertilvita S.r.1.;

» the decrease of 5 million euro deriving from the fall in goodwill after realisation of the tax
benefits after the first-time consolidation date (IFRS 3 paragraph 65) by the Delmi Group;

« the decrease of 43 million euro due to the change in excess Green Certificates, principally of the
Delmi Group;

» the decrease of 60 million euro due to the depreciation and amortisation for the period, including
55 million relating to the Delmi Group.

"Other assets" include 300 million euro relating to the valuation of medium/long-term "take or pay"

hydrocarbons supply contracts of Edison S.p.A. booked at the time of the Purchase Price
Allocation.

At September 30, 2007 goodwill refers to the following acquisitions:

Millions of euro Balance at September 30,

2007
Enel Distribuzione S.p.A.'s business 110
AEM Calore & Servizi S.p.A. 4
Empower S.p.A. 2
Delmi Group 1,875
Ecodeco Group 212
Total 2,203

No impairment indicators have come to light during the period under review.

Ad) INVESTMENTS

Investments in associates valued at equity

(in millions of euro)

Balance at
12/31/2006

Changes for
the period

Balance at
09/30/2007

Investments in associates valued at equity

61

27

88




Investments at September 30, 2007, compared with December 31, 2006, show a net increase of 27
million euro due for 25 million euro to the increase of AEM Old Scope, and in particular to the
reclassification of the investment in AGAM Monza S.p.A. (17 million euro equal to 17.49%) from
"Other non-current financial assets - financial assets held for sale", and to the acquisition of
3,484,755 shares of the company (8 million euro), raising AEM's interest in AGAM to 24.99%, as
well as the Delmi Group's payments on capital account to its affiliate Gelsi (2 million euro).

In addition:

* no associate is quoted, with the exception of ACSM S.p.A_;

+ the financial statements at December 31 2006 of the parent company AEM S.p.A. give key
figures for all direct investments in direct associates;

+ the consolidated financial statements reflect all of the profit and losses made by associates.

A5) OTHER NON-CURRENT FINANCIAL ASSETS

Balance at |Changes for| Balance at |of which included in equity
(in millions of euro} 12/31/2006 | the period | 09/30/2007 [ 12312006 | 09/30/2007
Securities held for trading 24 - 24 - -
Financial assets held to maturity (HTM) 1 - 1 - -
Loans and receivables (L&R) 62 §)) 61 39 40
Financial assets due from related parties 1 - 1 1 1
Financial assets available for sale (AFS) 418 71 489 - -
Other financial assets 1 1 2 - -
Total 507 71 578 40 41

The other non-current financial assets at September 30, 2007 amount to 578 million euro (507

million euro at December 31, 2006) and the increase compared with December 31, 2006, of 71

million euro, refers substantially to the increase in financial assets available for sale, due in

particular to:

* the increase (63 million euro) in the valuation at fair value of the investment in ATEL SA of
AEM Old Scope partly offset for 17 million euro by the reclassification under "Equity
investments" of the investment in AGAM Monza S.p.A.

* the increase in capital of the Delmi Group (25 million euro) for the amounts invested in
Terminale GNL Adriatico;

The investments included under long-term financial assets, both consolidated and non-consolidated,

and the investments carried at equity or at fair value method are listed in attachments 3, 4, 5, 6, 7

and 8 to the explanatory notes.
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A6) DEFERRED TAX ASSETS

Balance at | Changes for | Balance at
(in millions of euro) 12/31/2006 | the period 09/30/2007
Deferred tax assets 263 268

They amount to 268 million euro (263 million euro at December 31, 2006) and relate principally to
taxes on taxed risk provisions, taxes on amortisation, depreciation and writedowns of non-current
assets, the benefit of carry-forward tax losses, as well as taxes arising from the application of IAS 39

on financial instruments.

A7) OTHER NON-CURRENT RECEIVABLES

Changes
. a: Balance at for the Balance at
(in millions of euro) 12/31/2006 period 09/30/2007
Other non-current receivables 46 (14) 32

Other non-current receivables amount to 32 million euro (46 million euro at December 31, 2006).
The decrease, 14 million euro, derives principally from the lower receivables of the Delmi Group in
connection with tax credits for which reimbursement was received during the period under review.

A8) RESTRICTED OR PLEDGED DEPOSITS

Changes
. A Balance at for the Balance at
(in millions of euro) 12/31/2006 | period | 09/30/2007
Restricted or pledged deposits 2 9

This caption shows a balance of 9 million euro at September 30, 2007 and relates exclusively to the

consolidation of the Delmi Group.




A9) OTHER NON-CURRENT ASSETS

Changes
. . Balance at  |for the period| Balance at
(in millions of euro) 12/31/2006 09/30/2007
Other non-current assets 5 (1) 4

This caption shows a balance of 4 million euro and refers to costs already incurred but pertaining to

future periods.

B) CURRENT ASSETS

B1) INVENTORIES

Changes
. ars Balance at for the period Balance at
(in millions of euro) 12/31/2006 09/30/2007
Inventories 257 12 269

At September 30, 2007 inventories amount to 269 million euro (257 million euro at December 31,
2006). The total increase of 12 million euro is mainly caused by the growth in fuel stocks held by
Plurigas S.p.A. and the Delmi Group, reflecting the seasonal nature of the business, partly offset by
the decrease in fuel stocks of the Delmi Group due to the use of the stocked natural gas.

B2) CURRENT FINANCIAL ASSETS

Changes of which included in equity

(in millions of euro) Balance at | for the | Balance at [ 72572005 | 093072007
12/31/2006 | period | 09/30/2007

Trading investments (HFT) 5 1 6 5 6
Financial assets held to maturity (HTM) - - - -
Loans and receivables (L&R) 14 (13) 1 14 1
Financial assets available for sale (AFS) - - -
Other financial assets - . -
Financial assets due from related parties - - - -
Total 19 (12) 7 19 7
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This caption at September 30, 2007 shows a balance of 7 million euro (19 million euro at December
31, 2006), and relates exclusively to the Delmi Group; the decrease compared with December 31,
2006 is due to lower loans and receivables originated by the company, partly offset by the increase in
trading investments following the adjustment to market value of the investments held.

B3) CURRENT DERIVATIVES

Changes of which included in equity

Balance at for the Balance at 127312006 0973072007

{in millions of euro) 12/31/2006 | period | 09/30/2007

Current derivatives 71 27 98 47 68

At September 30, 2007 this caption amounts to 98 million euro (71 million euro at December 31,

2006) and is made up of;

« 35 million euro (27 million euro at December 31, 2006) of the valuation at fair value of
derivatives hedging the interest rate risk on the bond loan, and of the valuation at fair value of
derivatives hedging the interest rate risk on committed bank lines of credit and of the Edipower
loan;

e 5 million euro (6 million euro at December 31, 2006) for the valuation at fair value of the
derivatives stipulated to hedge the price risk on fuel and electricity;

* 57 million euro (38 million euro at the end of the previous year) from consolidation of the
Delmi Group, relating to transactions in derivatives on interest rates (32 million euro), exchange
rates (1 million euro) and commodities (24 million euro);

* 1 million euro, from derivatives of the Ecodeco Group.

Compared with December 31, 2006, there has been an increase in the derivatives hedging
committed bank credit lines of 7 million euro, following its adjustment to fair value at September
30, 2007, as well as an increase in the valuation of derivatives of the Delmi Group, (19 million
euro) in particular those referring to interest rate swap contracts related to the loan stipulated by
Transalpina di Energia S.r.1..

See the paragraph entitled “Other Information” for further disclosure about derivatives.

B4) TAXES RECEIVABLE

Changes
. - Balance at  (for the period| Balance at
(in millions of euro) 12/31/2006 09/30/2007
Taxes receivable 54 (3) 51

At September 30 2007 this caption amounts to 51 million euro (54 million euro at December 31,
2006); The decrease of the period, of 3 million euro, is mainly due to the reduction in taxes
receivable relating to the "Old scope" of the AEM Group, 1 million euro, to the Delmi Group, 3




million euro, partly offset by an increase in amounts due from tax authorities relating to the

Ecodeco Group, 1 million euro.

B5) TRADE AND OTHER RECEIVABLES

Changes

. a11s Balance at for the period Batance at
{in millions of euro) 12/31/2006 09/30/2007
Receivables from customers
Receivables from customers 1,650 (381) 1,269
Reserve for bad and doubtful accounts (49) (12) (61)
Total receivables from customers 1,601 (393) 1,208
Receivables from affiliates
- parent entity 42 (8) 34
- associates 23 4 27
Total receivables from afftliates 65 (4) 61
Other receivables
- due to the Electricity Equalisation Fund 50 10 60
- advances to suppliers 4 5 9
- due from personnel - - -
- miscellaneous receivables 129 61 190
Total other receivables 183 76 259
Total 1,849 (321) 1,528

At September 30, 2007 trade and other receivables amount to 1,528 million euro (1,849 million
euro at December 31, 2006), a decline of 321 million euro mainly due to a reduction in receivables
from customers for the sale of electricity and gas, partly offset by the increase in receivables from
related parties and other receivables,

At September 30, 2007 the reserve for bad and doubtful accounts amounted to 61 million euro, an
increase of 12 million euro compared with the end of the previous year as a result of the provisions
made, utilizations during the period and other changes. This reserve is considered adequate to cover
the risk.
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Bé) CASH AND CASH EQUIVALENTS

Changes
. - Balance at for the Balance at
(in millions of euro) 12/31/2006 period | 09/30/2007
Bank and postal deposits 253 (174) 79

Liquid funds at September 30, 2007 amount to 79 million euro {253 million euro at December 31,
2006) including the consolidation of the Delmi Group, 59 million euro, and of the Ecodeco Group,
5 million euro and show a decline of 174 million euro compared with December 31, 2006, as they
were used to repay financial liabilities that fell due during the period.
Cash at bank includes interest accrued but not yet credited at the period-end.

B) OTHER CURRENT ASSETS

(in millions of euro)

Balance at
12/31/2006

Changes
for the period

Balance at
09/30/2007

Other current assets

i3

18

These are shown in the financial statements for 18 million euro (13 million euro at December 31,

2006).

The change is essentially due to the "Old scope” of the AEM Group.

C) NON-CURRENT ASSETS HELD FOR SALE

Changes of which included in equity
Balance at| for the |Balance at

(in millions of euro) 12/31/2006] peried | 09/30/2007| 123172006 09/30/2007
Non-current assets held for sale 116 (108) 8

At September 30, 2007 this caption shows a balance of 8 million euro and relates exclusively to the
Ecodeco Group, in panticular to the assets involved in certain businesses held for sale. At December
31, 2006 this caption included the assets relating to the investments in Mestni Plinovodi d.o.o. and

Serene S.p.A. which were sold off during the period under review.
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D) SHAREHOLDERS' EQUITY

Shareholders' equity, which at September 30, 2007 amounts to 4,351 million euro (3,972 million euro

at December 31, 2006), is detailed in the table below:

Changes

(in millions of euro) Balance at for the period Balance at

12.31.2006 09.30.2007
Equity pertaining to the Group:
Share capital 936 - 936
(Treasury shares) (25) (38) (63)
Legal reserve 94 8 102
Other reserves 673 194 867
Net profit for the year 295 (295) -
Net profit for the period - 162 162
Total equity pertaining to the Group 1,973 31 2,004
Minority interests 1,999 348 2,347
Total sharcholders’ equity 3,972 379 4,351

EQUITY PERTAINING TO THE GROUP

The overall movement in equity pertaining to the Group is the result of the combined effect of the net
profit for the period (162 million euro), the dividends distributed by the parent company AEM S.p.A.
(125 million euro) and other positive changes (6 million euro), which mainly include the positive
effects of the IAS 32 and 39 valuations of derivatives used as cash flow hedges and of available for
sale investments (54 miilion euro), and the negative effects of valuing the put option on the Delmi
shares (30 million euro) and for the purchase of treasury shares (38 million euro). See the paragraph
on “Consolidation procedures” for further discussion of this last point. The dividend that was
distributed amounted to 0.07 euro per share.

D1) SHARE CAPITAL

At September 30, 2007 the share capital totals 936 million euro and consists of 1,800,047,400 shares
with a unit value of 0.52 euro each.

D2} TREASURY SHARES

At September 30, 2007 treasury shares amounted to 63 million euro (25 million euro at December 31,
2006) and relate to 30,434,850 treasury shares held by the company (16,159,850 shares at December

31, 2006). The increase is due to the purchase, during the period under review, of 14,275,000
treasury shares. This item has been deducted from equity in accordance with IFRS.
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At September 30, 2007 it amounts to 102 million euro. The increase compared with the financial
statements for the year ended at December 31, 2006 is equal to 8 million euro and is attributable to
the allocation to this reserve of 5% of the previous year's net profit, as required by article 2430 of the
[talian Civil Code.

D4) OTHER RESERVES

Balance at Changes Balance at
(in millions of euro) 12/31/2006 for the period 09/30/2007

Other reserves 673 194 867

Other reserves, amounting to 867 million euro at September 30, 2007 (673 million euro at December
31, 2006), include the positive adjustments of previous periods, the consolidation adjustments
relating to the figures booked in the prior year financial statements of the Group companies and the
retained earnings of certain subsidiaries. It also includes the cash flow hedge reserve for the
valuation, at September 30, 2007, of derivatives that comply with hedge accounting requirements at
the end of the period and the reserve deriving from "assets available for sale”.

Other reserves also include the effects of applying 1AS 32 paragraph 23 to the put options stipulated
by AEM S.p.A. with Dolomiti Energia S.p.A. (DE) and Societd Elettrica Altoatesina SEL S.p.A.
(SEL) on Delmi shares. As explained in detail in the paragraph on “Consolidation policies and
procedures”, the difference between the present value of the strike price of these put options and the
book value of the minority interests is booked as a reduction of Group equity (if positive) or as an
increase in Group equity (if negative).

At December 31, 2006 this difference was positive for 17 million euro, whereas at September 30,
2007 it is negative for 13 million euro. The effect for the period is therefore a reduction in Group
equity of 30 million euro.

D5) NET PROFIT FOR THE PERIOD
Net profit amounts to 162 million euro and includes the result for the period.
D6) MINORITY INTERESTS

at September 30 2007 they amount to 2,347 million euro (1,999 million euro at December 31, 2006)
and represent the portion of capital, reserves and net result pertaining to minority interests. The
increase (348 million euro) is due to the net profit for the period of 109 million euro, the exercising
of the Edison warrants which entailed an increase of 351 million euro, the subscription of the
Ecodeco and Fertilvita options which involved a decrease of 93 million euro, the distribution of
dividends which involved a reduction of 73 million euro, the effects of applying IAS 32 para. 23 10
the put options stipulated by AEM S.p.A. with Dolomiti Energia S.p.A. (DE) and Societa Elettrica
Altoatesina SEL S.p.A. (SEL) on the Delmi S.p.A. shares held by them, as described in paragraph
"Consolidation policies and procedures”, which led to a rise of 47 million euro, and other changes,
with a positive impact of 7 million euro, which includes the change in reserves deriving from the
application of IAS 32 and 39 for 2 million euro. For further information on the exercise of the Edison
warrants and on the valuation of the Ecodeco and Fertilvita options, see the paragraph on
“Consolidation procedures”.



E) LIABILITIES

E1) NON-CURRENT LIABILITIES

El - 1) Medium/long term financial liabilities

Balance at Changes Balance at of which included in equity

Non-convertible bonds 1,141 (27) 1,114 1,141 1,114
Due to banks 1,665 772 2,437 1,665 2,437
Due to other providers of 256 (34) 222 256 222
finance

Derivatives 3 3 3 3
Finance lease payables 53 (13) 40 53 40
Total 3,118 698 3,816 3,118 3,816

Medium/long-term financial liabilities amount to 3,816 million euro (3,118 million euro at December
31, 2006) and increase by 698 million euro essentially due to the 772 million euro increase in due to
banks following the renegotiation of the new loan stipulated by Edipower S.p.A., which led to its
reclassification from “Current liabilities” to “Non-current liabilities” 810 million euro, partly offset
by the reduction in non-convertible bond loans, 27 million euro, financial lease payables, 13 million
euro, and other amounts due to banks, 34 million euro.

Non-current derivatives at September 30, 2007 amount to 3 million euro (unchanged versus
December 31, 2006) and refer to the valuation at fair value of financial derivative of Delmi S.p.A..
The section "Other information” illustrates the nature and the content of medium/long-term loans.

E1 - 2) Deferred tax liabilities

Balance at
09/30/07

Balance at
12/31/2006

Changes

(in millions of euro) for the period

Deferred tax liabilities 769 18 787

This caption includes the changes made to the financial statements of the individual companies to
eliminate interference on the part of adjustments and provisions made solely for tax purposes
("defiscalisation") and the provision for deferred tax liabilities of all companies of the AEM Group
for IRES and IRAP, which will be in force at the time the temporary differences that generated them
reverse.

The increase, amounting to 18 million euro, refers to provisions for the period made by the
companies making up the old AEM scope of consolidation for 24 million euro and the Ecodeco
Group for 5 million euro partly compensated by lower deferred tax liabilities of the Delmi Group, 11
million euro.

61




62

Balance at Changes Balance at
12/31/2006 for the period| 09/30/2007
(in millions of euro)
Employee benefits 210 (7) 203

At September 30 2007 this caption amounts to 203 million euro (210 million euro at December 31,
2006) and shows the following changes for the period:

Balance at | Provision | Utilisatio| Other Balance at
12/31/2006 ns changes 09/30/2007
{in millions of euro)
Severance indemnities 108 8 8) (2) 106
Payments in lieu of notice - - - - -
Employee benefits 102 1 (4) (2) 97
Total 210 9 (12) (4) 203
E1 — 4) Provisions for risks
Balance at Provisions Utilisati| Other Balance at
12/31/2006 ons changes | 09/30/2007
(in millions of
euro)
Provisions for 618 200 (22) 4 620
risks

The balance on these provisions at September 30, 2007 amounts to 620 million euro (618 million
euro at December 31, 2006). The provisions made by the "AEM Old scope of consolidation"
amounted to 11 million euro and regarded the dispute with certain local government entities in
connection with local taxes, the dispute pending with Social Security Institutions and provisions for
lawsuits outstanding with personnel and with third parties. The consolidated portion of the provisions
made by the Delmi Group amounts to 7 million euro, while the portion consolidated by the Ecodeco
Group comes to 2 million euro.




E1 - 5) Other non-current liabilities

Balance at Changes Balance at
12/31/2006 for the 09/30/2007
{in millions of euro) period
Other non-current liabilities 194 33 227

At September 30, 2007 these amount to 227 million euro (194 million euro at December 31, 2006)
and relate essentially to the non-current portion of payables in connection with the Delmi options as
explained in the section on "Consolidation policies and procedures”, as well as to guarantee deposits
and amounts due to employees of the Delmi Group.

E2) CURRENT LIABILITIES

E2 - 1) Trade and other payables

Balance at Changes Balance at

(in millions of euro) 12/31/2006 for 'the 09/30/2007
period

Advances 53 (4) 49
Trade payables 1,317 (291) 1,026
Trade payables to related parties 10 (8) 2
- parent entity 5 (3) 2
- associates 5 (5) -
Payables to social security institutions 22 (1) 21
Other payables 484 (95) 389
Total 1,886 (399) 1,487

Trade and other payables amount to 1,487 million euro (1,886 million euro at December 31, 2006) and
show a decrease of 399 million euro as a result of the reduction of amounts due to suppliers, 291
million euro, trade payables to related parties (8 million euro) and other payables for 95 million euro,
mainly due to exercising part of the call options on the shares of Edipower S.p.A., offset by booking

the payable for the residual portion of the options related to the purchase of the Ecodeco Group.
The total decrease is attributable for 317 million euro to the Delmi Group, for 103 million euro to the
"Old scope"” of the AEM Group and for 21 million euro to the increase in the Ecodeco Group.
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E2 - 2) Tax liabilities

Balance at Changes Balance at
12/31/2006 for the 09/30/2007

(in millions of euro} period

Tax liabilities 86 57 143

Taxes payables amount to 143 million euro (86 million euro at December 31, 2006) and show an
increase of 57 million euro, mainly due to higher payables to the tax authorities of the "Old scope" of
AEM (16 million euro), of the Delmi Group (33 million euro) and of the Ecodeco Group (8 million

euro). These taxes are all due within one year.

E2 - 3) Short-term financial liabilities

Balance at Changes Balance at of which included in equity
Non-convertible bonds 741 (716) 25 741 25
Due to banks 1,221 (386) 835 1,221 835
Due to other providers of finance 116 (56) 60 116 60
Derivatives 42 16 58 14 9
Finance lease payables 16 1 17 16 17
Financial payables to related parties 25 12 37 25 37|
Total 2,161 (1,129) 1,032 2,133 983

Short-term financial liabilities amount to 1,032 million euro (2,161 million euro at December 31,
2006) and show a decrease of 1,129 million euro, as detailed below:

the decrease of 716 million euro of the bond loans of the Delmi Group matured during the period;
the decrease of 386 million euro in the amounts due to banks which is mainly due to a new loan
taken out by Edipower S.p.A. following renegotiation of the debt, which involved its allocation to
non-current financial liabilities;

the decrease in the amounts due to other providers of finance of 56 million euro which is mainly
due to extinction of the payable for the put option on the residual 20% of Finel S.p.A. (Delmi
Group), which was exercised by EDF International;

the increase of 16 million euro in the fair value of derivatives, which, at September 30, 2007,
amount to 58 million euro, refers for 9 million euro to interest rate swaps and for 49 million euro
to exchange rate and commodity swaps;

the increase of 1 million euro in finance lease payables, which is mainly due to the Ecodeco
Group;

the increase of 12 million euro in financial payables to related parties, due to the rise in the
balance on the current account which regulates financial dealings between AEM S.p.A. and the
Municipality of Milan (4 million euro), as well as the payable to companies of the Ecodeco
Group held for sale (8 million euro).
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Balance at Chanpges Balance at
period
euro)
Other liabilities 11 17 28

At September 30, 2007 this caption amounts to 28 million euro (11 million euro at December 31,

2006).

The increase is essentially due to the "Old scope” of the AEM Group.

F) LIABILITIES DIRECTLY ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE

Balance at | Changes | Balance at |of which included in equity
{in millions of 6uro) 12/31/2006 :::;-it:: 09/30/2007 573006 T 0973072007
Liabilities directly associated with non- 69 (61) 8 32 -

current assets held for sale

At September 30, 2007 this caption shows a balance of 8 million euro and refers exclusively to the
Ecodeco Group in connection with liabilities relating to certain businesses of the Ecodeco Group that
are held for sale. At December 31, 2006 it amounted to 69 million euro and referred to liabilities held
for sale as required by IFRS 5 and in particular to Serene S.p.A..
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G) NET FINANCIAL DEBT

(pursuant to CONSOB Communication no. DEM/6064293 of July 28 2006)
The following table gives details of net financial debt:

(in millions of euro)

09/30/2007 12/31/2006 09/30/2006

Restated Restated
Bonds - non-current portion 1,114 1,141 1,165
Bank loans - non-current portion 2,437 1,665 2,648
Due to other providers of finance - non- 222 256 271
current portion
Finance leases - non-current portion 40 53 58
Financial liabilities - non-current portion 3 3 6
[Total medium/long-term debt 3,816 3,118 4,148
Financial assets - non-current poriion 41) (40) (31
|Medium/long-term loans (41) (40) (31)
[7Total net non-current debt 3,775 3078 4117
Bonds - current portion 25 741 735
Bank loans - current portion 835 1,221 754
Due to other providers of finance - current 60 116 50
portion
Finance leases - current portion 17 16 16
Financial liabilities - parent entity 29 25 34
Financial lLabilities - current portion 9 14 12
Financial payables included in liabilities - 32 206
held for sale
Financial payables to companies held for 8 2
sale
Total short-term debt 983 2,165 1,809
Current financial assets (75) (66) (68)
Financial receivables in assets held for sale (8) - (2)
Financial receivables from companies held - - (206)
for sale
Total short-term financial receivables (83) (66) (276)
Cash and cash equivalents (79) (253) (194)
Cash and cash equivalents included in - 9 -
assets held for sale
|Total net current debt 821 1,837 1,339
[Net debt 4,59 4,915 5,456




NOTES TO THE STATEMENT OF INCOME ITEMS

Changes compared with September 30, 2006:

As mentioned earlier (see paragraph on "Scope of consolidation"), 70% of the Ecodeco Group's
result in the period January 1, 2007 to June 30, 2007 has been attributed to minority interests. From
July 1, 2007 it was consolidated 100%. Bear in mind that in the income statement of the AEM
Group at September 30, 2006, the Ecodeco Group's results were fully consolidated only from April
1, 2006, allocating to 70% to minority interests, whereas in the previous period (from January 1,
2006 to March 31, 2006) it was carried at equity according to the stake held by AEM S.p.A. (30%).

From January 1, 2007, the investment in ACSM S.p.A. is consolidated at equity. Given the lack of
up-to-date figures at September 30, 2007, the consolidation includes the figures for the period from
October 1, 2006 to June 30, 2007, a delay of one quarter as laid down in IAS 27 paragraph 27.
AEM S.p.A. did not hold this investment at September 30, 2006.

The investment in AGAM S.p.A. is consolidated at equity from April 1, 2007 as it exceeded 20%
with AEM gaining a significant influence. At September 30, 2006 this investment was carried at
purchase cost as it related to an unquoted company.

It follows that the consolidated income statement figures at September 30, 2007 are not entirely
comparable with those of the same period of last year. However, the impact on the results of
changes in the scope and methods of consolidation can be considered marginal for the purposes of
comparing the two periods.

Changes in “Accounting Policy” as per IAS 8 with retroactive effect (restatement of the figures
at September 30, 2006 and December 31, 2006):

In order to ensure comparability of the figures following the change in accounting policy as a result
of applying 1AS 32 para. 23 to the option agreements between AEM S.p.A. and Dolomiti Energia
S.p.A. and between AEM S.p.A. and Societa Elettrica Altoatesina SEL S.p.A. relating to a part of
their investment in Delmi S.p.A., the results at September 30, 2006 (and therefore also at December
31, 2006) show the changes caused by the passing of time to the present value of the debt relating to
the countervalue of these options as financial charges; this ensures comparability with the income
statement figures at September 30, 2007.

Exercise of the call/put options on 4% of the share capital of Empower S.p.A. (AEM S.p.A.) and
on 10% of the share capital of Edipower (Edison S.p.A).

The purchase of the Edipower S.p.A. ordinary shares underlying the call options exercised by AEM
S.p.A. and Edison S.p.A. in July 2007 did not have any impact on the scope of consolidation as the
consolidation percentage of Edipower S.p.A. already included all of the shares underlying both the
call options (for which the shares were bought on July 31, 2007} and the put options (for which the
shares will be transferred in January 2008). Reference should be made to the section entitled
“Consolidation policies and procedures” for further details,
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Reclassification as per IFRS 5:

Note that, following the sale of the investments in Serenissima Gas S.p.A., Serenissima Energia
S.r.L., Metroweb S.p.A., AEM Trasmissione S.p.A. and Edison Rete S.p.A., in the fourth quarter of
2006 and the sale of Mestni Plinovodi d.o.o. and Serene S.p.A. in the first quarter of 2007, in
accordance with IFRS 5, the net resuit from these assets at September 30, 2006, has been
reclassified to "Net result from non-current assets sold or held for sale”.

1) REVENUES

Revenues at September 30, 2007 amount to 4,969 million euro (4,953 million euro at September 30,
2006). The breakdown of the more important revenue items is as follows.

REVENUES
(miltions of euro) 09/30/2007 | 09/30/2006

1.1 Revenues from sales:

- Sale of electricity 3,453 3,282
- Distribution, transport and measurement of electricity 329 294
- Sale of heat 78 84
- Sale and distribution of gas to customers and other 737 848
companies

- Sales of fuel 74 74
- Water sold to civil customers 12 15
- Hedging income on operating derivatives 4 -
- Hedging charges on operating derivatives 0 (3)
Total revenues from sales 4,687 4,594

1.2 Revenues from services:

- Services on behalf of customers and third parties 120 114
- Services rendered to the parent entity 18 19
- Services to associates 1 1
Total revenues from services 139 134
1.3 Revenues from long-term contracts 7 19

1.4 Other operating income

- Connection contributions 13 8
- Rents paid by associates 1 1
- Excess risk provisions 17 8
- Other revenues 49 77
- Hedging income on operating derivatives 69 130
- Hedging charges on operating derivatives (13) (18)
Total other revenues and income 136 206
TOTAL REVENUES 4,969 4,953




Revenues from sales amount to 4,687 million euro (4,594 million euro at September 30, 2006) and
show a decrease of 93 million euro compared with September 30, 2006, mainly due to the increase
in revenues of the "Old scope" of the AEM Group for 185 million euro and in those of the Ecodeco
Group for 4 million euro, partly offset by lower revenues of the Delmi Group for 96 million euro.
The growth is essentially due to higher quantities of electricity sold and distributed in the period
under review, partly offset by lower quantity of gas sold and distributed above all because of the
exceptional weather conditions during the period, as well as lower revenues resulting from the loss
of the gas distribution concession in the Municipality of Cinisello Balsamo from February 2006.

Revenues from services on behalf of customers and third parties amount to 139 million euro (134
million euro at September 30, 2006) for an increase of 5 million euro mainly due to Ecodeco Group
for 32 million euro, partly offset by the decrease in revenues for services of the "Old scope" of the
AEM Group for 2 million euro, in particular the decline in revenues of the Delmi Group for 25
million euro.

Revenues from long-term contracts show a positive balance of 7 million euro (19 million euro at
September 30, 2006) and refer to the Ecodeco Group. This caption refers to contract work in
progress for the construction of plants in Great Britain.

Other operating income amounts to 136 million euro (206 million euro at September 30, 2006), of
which 75 million euro relates to the Delmi Group and 3 million euro to the Ecodeco Group. This
caption refers essentially to the valuation of the surplus green certificates, to out-of-period income
for overprovisions in prior years and to reimbursements for damages and penalties recognised by
users, by insurance companies and individuals, as well as to sales of appliances and materials. At
September 30, 2006 this caption also included other revenues of a non-recurring nature of Edipower
S.p.A., proportionally consolidated for 8 million euro in the "Old scope” of AEM and for 10 million
euro in the Delmi Group. This item also includes hedging income and charges on operating
derivatives of 56 million euro (112 million euro at September 30, 2006), of which 53 million euro is
for consolidation of the Delmi Group which mainly relates to differential contracts on commodities,
as well as differential contracts for the sale of electricity stipulated with the Sole Buyer, including
their fair value at September 30, 2007.

2) OTHER QPERATING INCOME

OTHER OPERATING INCOME

(millions of euro) 09/30/2007 09/30/2006
2.1) Other operating income 68 101
Total other operating income 68 101

Other operating income amounts to 68 million euro and refers to the consolidation of the other
operating income of the Delmi Group, mainly conceming the recovery of costs for services
provided to joint titleholders of hydrocarbons exploration projects and other revenues of an
operating nature.
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3) OPERATING COSTS

Operating costs at September 30, 2007 amount to 3,749 million euro (3,794 million euro at
September 30 2006). The main items in this caption are commented on below.

OPERATING COSTS

(millions of euro) 09/30/2007 09/30/2006
3.1 Raw materials and consumables used

- Purchases of power and fuel 2,718 2,892
- Change in inventories of fuels (15) (45)
- Demineralised industrial water 14 12
- Purchases of materials 84 74
- Change in inventories of materials (4) (18)
- Hedging income on operating derivatives {7 9)
- Hedging charges on operating derivatives 9 5
- Changes in inventories of finished goods 4 (77)
Total raw materials and consumables used 2,803 2,834
3.2 Services

- Electricity delivering and transmission charges 432 400
- Subcontracted work 124 109
- Services 132 136
- Services from associates 9 10
Total services used 697 655
3.3 Other operating costs

- Use of third-party assets 32 29
- Use of assets of the parent entity 2 2
- Taxes and water fees 95 &8
- Other charges 109 99
- Hedging income on operating derivatives (13) (2)
- Hedging charges on operating derivatives 24 89
Total other operating costs 249 305
TOTAL OPERATING COSTS 3,749 3,794

Purchases of raw materials and goods amount to 2,803 million euro (2,834 million euro at
September 30, 2006) of which 1,042 million euro relating to the Old scope of consolidation of
AEM, 1,755 million euro to the Delmi Group and 6 million euro to consolidation of the Ecodeco
Group. This item decreased by 31 million euro compared with the September 30, 2006 mainly due
to the lower costs of the Delmi Group, for 210 million euro, partly offset by higher costs of the
Ecodeco Group for 3 million euro and by higher costs of the "Old scope" of the AEM Group for

176 million euro; the latter are related to the higher quantities of electricity purchased.




Services used amount to 697 million euro (655 million euro at September 30, 2006) with an
increase of 42 million euro mainly due to consolidation of the Delmi Group for 32 million euro, to
the higher costs of the Old scope of consolidation of AEM for 13 million, partly compensated by
lower costs of the Ecodeco Group for 3 million euro.

At September 30, 2007 other operating costs amount to 249 million euro (305 million euro at
September 30, 2006) and show a decrease of 56 million euro of which 93 million euro related to the
Delmi Group, 1 million euro to the Ecodeco Group, partly offset by the rise in other costs of the
"Old scope" of the AEM Group for 38 million euro. This caption consists of costs for the use of
third-party assets, taxes, water taxes and fees, other charges that mainly refer to the purchase di
green certificates, out-of-period expenses and income. This item also includes hedging income and
charges on operating derivatives of 11 million euro (87 million euro at September 30, 2006), of
which 18 million euro is for consolidation of the Delmi Group and 7 million pertain to the "Old
scope" of AEM,

This caption, at September 30, 2006, saw the reclassification of 15 million euro of provisions for
emission trading linked to the consolidation of the Delmi Group (TDE/Edison) and previously
booked to “Other provisions”.

4) LABOUR COSTS

At September 30, 2007 labour costs, net of capitalised expenses, come to a total of 200 million euro
(196 miilion euro at September 30, 2006), of which 81 million euro relates to the Delmi Group and
10 million euro to the Ecodeco Group, as detailed below:

LABOUR COSTS

{millions of euro) 09/30/2007 09/30/2006
Wages and salaries 131 124
Social security charges 44 42
Severance indemnities 9 9
Retirement benefits and similar provisions 1 1
Other costs 15 20
Total labour costs 200 196

The increase is essentially due to higher consolidated costs of the Delmi Group, for 7 million euro,
consolidation of the Ecodeco Group for 4 million euro compared with just two quarters in 2006,

partly offset by a reduction in labour cost of the "Old scope" of the AEM Group for 7 million euro. °

71




72

5) GROSS PROFIT FROM OPERATIONS

As a result of the above movements, the consolidated gross profit from operations at September 30,
2007 amounts to 1,088 million euro (1,064 million euro at September 30, 2006).

6) DEPRECIATION AND AMORTISATION, PROVISIONS AND WRITEDOWNS

Depreciation and amortisation, provisions and writedowns at September 30, 2007 amount to 464
million euro (448 million euro at September 30, 2006) and are made up as follows:

AMORTISATION, DEPRECIATION, PROVISIONS

AND WRITEDOWNS

(millions of euro) 09/30/2007 09/30/2006
Amortisation of intangible assets 60 52
Depreciation of property, plant and equipment, of which: 369 338
- 1. ordinary depreciation 328 299
- 2. depreciation of transferable assets 41 39
Total amortisation and depreciation 429 390
Other writedowns/writebacks of non-current assets -3 10
Writedown of receivables included among current assets 18 14
and liquid funds

Provistons for risks and charges 20 34
Total amortisation, depreciation, provisions and 464 448
writedowns

This caption increased by 16 million euro mainly because of the rise in depreciation and
amortisation, partly offset by lower provisions for risks and charges.

Depreciation and amortisation show an increase of 39 million euro, of which 20 million euro relate
to consolidation of the Delmi Group, 7 million euro to Ecodeco Group, and 12 million euro for
higher depreciation and amortisation on the part of the "Old scope" of the AEM Group.

Other writedowns/writebacks of non-current assets show income of 3 million euro due to the
writebacks of non-current assets of the Delmi Group, while at September 30, 2006 this item showed
a writedown of 10 million euro relating to the Delmi Group.

Writedowns of receivables have increased by 4 million euro mainly due to consolidation of the
Delmi Group.

Provisions for risks of 20 million euro (34 million euro at September 30, 2006) and refers for 11
million euro to the Parent Company AEM S.p.A. and Group companies for disputes with social
security institutions and local entities, provisions of Edipower S.p.A. against the risk associated
with ordinary operations. The consolidated portion of financial charges pertaining to the Delmi
Group is 7 million euro, that of the Ecodeco Group 2 million euro.




This caption, compared with September 30, 2006, has gone down by 15 million euro because of
reclassification of this amount to “Other operating costs”, as explained previously.

7) PROFIT FROM OPERATIONS

Profit from operations amounts to 624 million euro (616 million euro at September 30, 2006).

12) FINANCIAL COSTS

Net financial costs amount to 162 million euro (compared with net financial income of 159 million
euro at September 30, 2006), of which 88 million euro from consolidation of the Delmi Group.

Details of the more important items are given below.

FINANCIAL COSTS

(millions of euro) 09/30/2007 | 09/30/2006
8) Gains/losses from financial assets held for trading

- Gains 1 1
- Losses 0 2
Total gains/losses from financial assets held for trading 1 (1)
9) Other gains (losses) from derivatives

- Gains on financial derivatives 63 53
- Charges on financial derivatives 55 60
Total other gains/losses on derivatives 8 (7)
10} Gains/losses from financial assets available for sale

- Gains 1
- Losses 10

Total gains/losses from financial assets available for sale (10) 1
11) Financial charges

Interest on bond loans 50 48
Miscellaneous 144 140

Total financial charges 194 188
12) Income (losses) from financial assets

12.1} Dividend income 6 5
12.2) Income from receivables/securities included in non-current assets 1 0
12.3) Income from receivables/securities included in current assets 25 30
12.4) Exchange gains and losses 1 1
Total income (losses) from financial assets 33 36
TOTAL FINANCIAL COSTS (162) (159)
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Gains/losses from financial assets available for trading show a positive balance of 1 million euro
(compared with a negative balance of 1 million euro at September 30, 2006) related to the Delmi
Group.

Other gains/losses on derivatives show a positive balance of & million euro (negative for 7 million

euro at September 30, 2006) and are made up of

» income on derivatives, 63 million euro (53 million euro at September 30, 2006), which refers
mainly to income on financial derivatives of the Delmi Group (53 million euro), as well as the
positive effect of the fair value of the derivatives on the revolving lines of AEM S.p.A,;

» taxes and water fees of 55 million euro {60 million euro at September 30, 2006), of which 54
million euro relating to the Delmi Group and 1 million euro to the "Old scope".

Losses from financial assets available for sale amount to 10 million euro (gains of for 1 million euro
at September 30 2006) and refer to the Delmi Group.

Financial charges come to a total of 194 million euro (188 million euro at September 30, 2006). The
increase of 6 million euro is due for 10 million euro to "Old scope" of the AEM Group, partly
compensated by lower losses of the Delmi Group for 4 million euro. This caption includes 2 million
euro deriving from the booking of interest on the recovery of taxes for the years 1996 to 1999 of the
parent company (see “EC infringement procedure” in Other information).

Total income from financial assets at September 30, 2007 comes to 33 million euro (36 million euro
at September 30, 2006). This income is essentially interest on bank deposits and interest on other
receivables. The reduction compared with the previous period is essentially due to "Old scope" of
the AEM Group.

14) GAINS AND LOSSES ON VALUATION OF INVESTMENTS AT EQUITY

(millions of euro) 09/30/2007 09/30/2006

Gains and losses on valuation of investments at equity - 1

At September 30, 2007 this caption shows a balance of less than 1 million euro {positive balance of
1 million euro at September 30, 2006) and includes the net effect of the valuation at equity of
certain affiliates of the “Old scope" of the AEM Group and of the Delmi Group.




15) GAINS (LOSSES) ON DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT

(millions of euro) 09/30/2007 09/30/2006

Gains (losses) on disposal of property, plant and equipment 2 (2)

At September 30, 2007 this account shows a positive balance of 2 million euro (negative balance of
2 million euro at September 30, 2006) and relates to a gain on disposal of property, plant and
equipment mainly relating to the Delmi Group, for 4 million euro, deriving from the sale of certain
buildings belonging to the electricity networks already sold to Terna, partly offset by the losses
made by the companies of the "Old scope” of the AEM Group, of 2 million euro.

16) OTHER NON-OPERATING INCOME

This caption at September 30, 2007 amounts to 16 million euro (29 million euro at September 30,
2006) deriving exclusively from the Delmi Group and refers to the cancellation of guarantees given
on the sale of investments and on settlement of certain disputes for which the risk provision made
turned out to be higher than the amount of the settlement.

Note that this item refers to income not directly relating to the Group's industrial or financial
operations.

17) OTHER NON-OPERATING COSTS

At September 30, 2007 this caption shows an amount of 14 million euro (28 million euro at
September 30, 2006) to supplement provisions for risks and other charges that do not concern the
ordinary operations of the Delmi Group, for 11 million euro, and to other non-operating costs of
AEM S.p.A. for tax rebates for the years from 1996 to 1999, for 3 million euro (for further details,
see the paragraph entitled “EC infringement procedure” in "Other information"”).

Note that this item refers to charges not directly relating to the Group's industrial or financial
operations.
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18) INCOME TAX EXPENSE

Income tax expense

{millions of euro) 09/30/2007 09/30/2006
Current taxes 200 273
Deferred tax assets 9 4
Deferred tax liabilities {15) (182)
Total income tax expense 194 95

Income tax for the pEI:'iOd is calculated as follows, based on current accounting principles and

consolidation policies:

« current taxes for the period, namely IRES and IRAP for 200 million euro, of which 125 million
euro for the Delmi Group and 11 million euro for the Ecodeco Group;

+ deferred tax assets show a charge of 9 million euro;

+ deferred tax liabilities show income of 15 million euro.

The increase in income taxes of 99 million euro compared with the previous period is due to the
Ecodeco Group for 7 million euro and to the higher tax burden of the Delmi Group for 114 million
euro, partly offset by a reduction in the taxes of the "Old scope” of the AEM Group for 22 million
euro.

One of the main reasons for this significant increase in the tax burden is the fact that the income
statement at September 30 2006 included the positive impact of the Delmi Group due to the release
of the deferred tax provision following the realignment of the tax values of the non-current assets of
Edison S.p.A. with their statutory values by paying a flat-rate substitute tax.

19) NET RESULT FROM NON-CURRENT ASSETS SOLD OR HELD FOR SALE

At September 30, 2007 this caption shows a negative balance of 1 million euro relating exclusively
to the Ecodeco Group. At September 30, 2006 this account shows a positive balance of 8 million
euro which relates to the net results of Serenissima Gas S.p.A., Serenissima Energia S.p.A.,
Metroweb S.p.A., AEM Trasmissione S.p.A., Edison Rete S.p.A. and Serene S.p.A. and the
valuation of Mestni Plinovodi d.o.o.

See the section entitled “Other information” for further details.

20) GROUP NET PROFIT FOR THE PERIOD

The Group net profit, net of minority interests of 109 million euro {147 million euro at September
30, 2006), amounts to 162 million euro (223 million euro at September 30, 2006).




EARNINGS PER SHARE

09/30/2006 09/30/2007
{in millions of euro} {in millions of euro)
222 {a) Net profit attributable 10 the ordinary shareholders (1} 162
8 Net profit/loss attributable to the ordinary shareholders from assets held for sale (discontinued -1
operations) or sold
214 {b) Net profit attributable 1o the ordinary sharcholders from operating activities 163
217 {c) Net profit attributable to the ordinary shareholders for the calculation of diluied EPS (1) 160
208 {d) Net profit auributable to the ordinary shareholders from operating activities for the calculation of 162
diluted EPS
Weighted average number of shares in circulation
for the calculation of earnings (loss) per share
1,784,601,167 - basic (D 1,779,165,316
1.784,601,367 - diluted (g) 1.779,165,316
Earnings per share ({in euro)
0.1247 - basic (a/f) 0.0908
0.1202 - basic {(b/f) from operating activities 0.0915
0.1215 - diluted (c/g) 0.0901
0.1170 - diluted (d/g) from operating activities 0.0908

{1) net of 3% of the par value, for the higher dividend paid to the savings shareholders of Edison S.p.A. compared with the

ordinary shareholders
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21) NOTES ON RELATED PARTY TRANSACTIONS

The definition of “related parties” is indicated in the international accounting standard on the
disclosures to be made in financial statements on related party transactions (IAS 24), adopted in
accordance with the procedure mentioned in article 6 of the EC Regulation no. 1606/2002 and
therefore, in the case of AEM S.p.A., they are:

Relations with the parent entity and its subsidiaries

The parent entity of AEM S.p.A. is the Municipality of Milan. At September 30, 2007 the
Municipality of Milan holds a relative majority of the share capital of AEM S.p.A. with 42.267%
(760,816,004 shares), of which 42.264% directly (760,768,604 shares} and 0.003% (47,400 shares)
indirectly through Metropolitana Milanese S.p.A.

At September 30, 2007 AEM S.p.A. held 30,434,850 treasury shares, equal to 1.691% of the share
capital which consists of 1,800,047,400 shares; the remaining 56.042% constitutes the market float.
Dealings between compantes of the AEM Group and the Municipality of Milan are of a commercial
nature, involving the supply of electricity, gas, heat and management of the public illumination and
traffic light systems.

Similarly, AEM Group companies have dealings of a commercial nature with the companies
controlled by the Municipality of Milan, namely SEA S.p.A., MM S.p.A., SOGEMI S.p.A., ATM
S.p.A. and AMSA S.p.A,, providing them with electricity, gas and heat at market rates in line with
the supply conditions, as well as various services required by them.

Dealings between the Municipality of Milan and AEM S.p.A relate to public illumination and
traffic light services and the management and distribution of electricity, gas and heat, which are
governed by special agreements and specific contracts.

There are also dealings of a financial nature between AEM S.p.A. and the Municipality which are
regulated by means of an interest-bearing current account, through which reciprocal payments are
made; this current account is subject to the 3-month Euribor rate.

As regards relations between AEM S.p.A. and the other companies controlled by the Municipality
of Milan, it should be borne in mind that AEM holds: 49% of Malpensa Energia S.r.l., which is
controlied by SEA S.p.A., as well as 27% of Zincar S.r.l, which is controlled directly by the
Municipality of Milan,

Dealings with subsidiary and associated companies

Within the "Old scope” of the Group, AEM S.p.A. provides centralised treasury services for all of
the subsidiaries.

Intercompany transactions are regulated through current accounts between the parent company and
the subsidiaries; intercompany balances bear interest at the 3-month Euribor rate increased for the
creditor positions (of AEM S.p.A.) or reduced for the debtor positions by a margin in line with what
is applied by the financial market.

A cash pooling contract was stipulated with Ecodeco S.r.1. at the same conditions mentioned above.
In 2007 AEM S.p.A. and its subsidiaries again filed their VAT return on a group basis.

For corporate income tax (IRES) purposes, AEM S.p.A. files for tax on a consolidated basis, as per
articles 117 - 129 of Decree 917/86, together with its subsidiaries AEM Elettricita S.p.A., AEM Gas
S.p.A., AEM Calore & Servizi S.p.A., AEM Energia S.p.A., AEM Trading S.r.l., AEM Service
S.r.l., and Delmi S.p.A. To this end, a contract has been stipulated with each subsidiary to regulate
the tax benefits and burdens transferred, with specific reference to current items.

The parent company AEM S.p.A. provides the subsidiaries, including Delmi S.p.A., and associates
with administrative, tax, legal, managerial and technical services, so as to optimise the resources
available within the company and to make the best use of existing know-how in the most




economical way possible. These services are governed by specific service contracts that are
stipulated annually. The parent company AEM S.p.A. also makes available office space and
operating areas at its own premises to subsidiaries and the associates Plurigas S.p.A. and e-Utile
S.p.A., as well as services relating to their use. These are provided at market conditions.

AEM S.p.A. provides a power generation service to AEM Trading S.r.l. in exchange for a monthly
fee that depends on the effective availability of the thermoelectric and hydroelectric plants.

AEM S.p.A. purchases an insignificant quantity of rights needed for hydroelectric production from
the associate Societa Servizi Valdisotto S.p.A. under a contractual agreement.

The associated company e-Utile S.p.A. provides AEM S.p.A. with IT services.

With reference to the proportional consolidation of the Transalpina di Energia Group, which is
jointly controlled through Delmi S.p.A., note that parent company, AEM S.p.A., does not have

direct dealings with any companies of the Transalpina di Energia Group.

Intercompany transactions and balances are summarised in the following tables, in accordance with

CONSORB resolution 15519 of July 27, 2006:

TOTAL of which with related parties
09.30.2007 Subsidiary [ Associated] Parent Total %
BALANCE SHEET companies | companies | company related on
{in millions of euro) (1) parties financial
statements
captions
ASSETS: 12,702 8 116 34 158 1.2%
A) NON-CURRENT ASSETS 10,644 - 89 - 89 0.8%
Ad) INVESTMENTS 88 88 100.0%
88
A5) OTHER NON-CURRENT FINANCIAL 1 1 0.2%
ASSETS 578
B) CURRENT ASSETS 2,050 - 27 34 61 3.0%
B5) TRADE RECEIVABLES 27 34 61 4.0%
1,528
C) NON-CURRENT ASSETS HELD FOR SALE & 8 8 100.0%
LIABILITIES: 8,343 16 - 31 47 0.6%
E2) CURRENT LIABILITIES 2,690 8 - 3! 39 1.4%
Ez2-1) TRADE PAYABLES 2 2 0.1%
1,487
E2-3) SHORT-TERM LOANS 8 29 37 3.6%
1,032
F} LIABILITIES ASSOCIATED WITH NON- 8 8 8 100.0%
CURRENT ASSETS HELD FOR SALE

(1) Dealings with the Municipality of Milan
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TOTAL
09.30.2007

of which with related parties

Subsidiary| Associated | Parent Total %
INCOME STATEMENT companies | companies (company| related on
1) parties financial
(in millions of euro) statements
captions
1) REVENUES 4,969 2 20 0.4%
18
1.2) Revenues for services 139 1 19 13.7%
18
1.4) Other operating income 136 1 1 0.7%
3) OPERATING COSTS 3,749 9 11 0.3%
2
3.2) Services 697 9 9 1.3%
3.4} Other operating costs 249 2 0.8%
2
11} Financial charges 194 1 0.5%
1
12) Income from financial assets 33 1 1 3.0%

(1) Dealings with the Municipality of Milan

22) CONSOB COMMUNICATION No. DEM/6064293 OF JULY 28, 2606

No significant non-recurring events or transactions took place during the period, except for the
amounts booked to “Financial charges” and “Other non-operating costs” for the tax and interest
relating to the years from 1996 10 1999, as explained in "Other information" in the paragraph
entitled “EC infringement procedure, as well as the sale of Serene S.p.A. which did not have any
economic impact, though it did lower Group debt by 58 million euro.




"Old scope” of the AEM Group

Guarantee deposits received
The guarantees deposited by subcontractors and guarantees issued by credit institutions to ensure
proper execution of work amount to 263 million euro (265 million euro at December 31, 2006).

Guarantees and commitments with third parties

These amount to 177 million euro (289 million euro at December 31, 2006) and refer to guarantee
deposits lodged as security for commitments to third parties and to sureties given.

It is worth mentioning that on January 29, 2007 Edipower stipulated a new financing contract with a
group of banks, replacing the previous one which was cancelled ahead of schedule. Under the new
contract, Edison is no longer obliged to comply with financial covenants, neither for rating purposes,
nor for any other reason; and there are no longer the guarantees regarding the payment of
contributions in favour of the associate Edipower. The latter's entire line of credit, which has a
duration of 5 years (for a total of 2,000 million euro} is subject to compliance with certain covenants.
On February 23, 2007, the transfer of AEM's 41.109 % stake in Mestni Plinovodi d.o.o. to ACSM
S.p.A. was formalised.

Following the sale of the investment in Mestni Plinovodi d.o.0., ACSM S.p.A. took over AEM
S.p.A.'s commitment versus Simest.

As regards the derivatives stipulated by Delmi S.p.A., as explained below in the paragraph on the
Equity Risk of the Delmi Group, AEM S.p.A. has issued a Deed of Guarantee and Indemnity,
guaranteeing the performance of Delmi S.p.A.'s bonds.

Secured guarantees given

Note that the investment in Metroweb S.p.A. and the bond loan issued by Metroweb S.p.A. and held
by AEM S.p.A. have been pledged to the banks that finance Metroweb S.p.A.

Note that the Edipower shares owned by AEM S.p.A. (book value 359 million euro) have been given
in pledge to a pool of banks for the loans granted by them.

Other commitments and risks
Edipower has taken on certain commitments with its suppliers for purchases and contracts. The share
of these pertaining to the "Old scope” of the AEM Group amounts to 122 million euro.

Guarantees given from AEM S.p.A. in the interest of companies of the Ecodeco Group
At September 30, 2007 they amount to 5 million euro and relate principally to guarantees given in
favour of the Tax Authorities for VAT credits for 2006.

81



82

Delmi Group

Personal guarantees given
The value of the personal guarantees shown, namely 618 million euro, represents the potential,
undiscounted amount of the commitment at the balance sheet date. In particular, there are:

* 270 million euro of guarantees issued by Edison S.p.A. in favour of the Milan Tax Office on
behalf of subsidiaries for the compensation of the VAT receivable, on behalf of subsidiaries
for the intercompany transfer of tax credits;

* the rest are essentially guarantees given by Edison S.p.A. on behalf of subsidiaries for
contractual obligations.

Secured guarantees given

The real guarantees given for liabilities shown in the balance sheet for 906 million euro and refer for
458 million euro to the value of Edipower shares owned by Edison S.p.A. and for 448 million to
mortgages and liens on thermoelectric plants as security for the loans granted, of which 142 million
euro relates to mortgages on repaid debt waiting to be cancelled.

Other commitments and risks

The Group has commitments for 366 million euro essentially for the completion of current capital
investments relating to Edison S.p.A. and to the wind power sector for gas storage fields and
pipelines, as well as to suppliers of Edipower (AEM's share amounts to 152 million euro). 1t also
includes the conventional amount (consolidated 50%) of the cross-border electricity transport
capacity which Edison Trading was awarded for 2007.

We would also point out the following commitments and risks relating to the Delmi Group (mainly

for the Edison Group) not reflected in the above figures:

* in the field of hydrocarbons, natural gas import contracts in particular - as in usual in transactions
of this amount and duration - there are "take or pay" clauses which envisage an obligation for the
buyer to pay for the quantity not withdrawn compared with a set threshold if the non-withdrawals
are due to causes not foreseen in the contract, except for the possibility during the course of the
contract to recover at certain conditions the volume already partially paid for but not withdrawn.
The contracts that are already operative concern imports from Russia, Libya and Norway for total
supplies under normal conditions of 7.4 billion cubic metres per year.

There are also three new agreements for the import of additional quantities of natural gas over the

coming years.

- the first refers to a contract for imports RasGas {Qatar) with the start of deliveries dependent
on completion, by GNL Adriatico Srl, of LNG of Isola di Porto Viro currently under
construction and expected to come into service by 2008. The volumes of this contract will
amount to 6.4 billion cubic metres of gas.

- the second consists of a contract for imports from Algeria signed with Sonatrach for a volume
of 2 billion m*/year, expected to start in 2008, depending on completion of the first stage of
the upgrade of the gas pipeline that links Algeria with Italy through Tunisia (TTPC: Trans
Tunisian Pipeline Company).

- The third is a new agreement signed with Sonatrach in November 2006 (“Protocole
d’accord”) for the supply of 2 billion cubic metres of natural gas through the new pipeline to
be built by Galsi that will link Algeria with Sardinia and Tuscany; the project is currently
being developed (the agreement is subject to the new infrastructure being built).

Take or pay amounts are paid for at a price that is in proportion to the supply price, which is

linked to current market conditions. These contracts last for between 10 and 25 years and make it

possible to achieve supplies of 18 billion cubic metres of natural gas per year for the period when
all of the contracts are up and running,.
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- for all shareholders an obhgatlon not to transfer their holding until 36 months after the
terminal's start of operations, but in any case not beyond July 1, 2011 (the lock-up clause);

- in favour of Edison: a right to buy the other 90% or to sell its own 10% interest if certain
events take place, not due to the fault of Edison, that prevent the terminal being completed
(the put & call clause);

- in favour of the two majority shareholders: the right to buy the 10% interest belonging to
Edison in the event that the gas supply contract with RasGas is cancelled for some reason
attributable to Edison (the call clause);

- a price for the sale of the quotas in the event of the put and call options being exercised,
calculated on the basis of the net equity value at the time they are exercised;

- a commitment on the part of the shareholders to provide, on a pro quota basis, the company
with adequate financial resources to build the terminal. In addition, once the North Adriatic
regassification terminal has been completed, even though Edison only has 10% of the
infrastructure, it will become the main user as it will have available around 80% of the overall
regassification capacity for 25 years.

in the electricity chain we would point out, among other things, that:

- Edison has granted Cartiere Burgo S.p.A. a call option for 51% of Gever that can be exercised
on expiry of Gever's power and steam contract with Cartiere Burgo (by the end of 2017), at a
price equal to its share of the company's book net equity;

- on June 22, 2007 Edison S.p.A. signed two ERPAs (Emission Reductions Purchase
Agreements) for the purchase di CERs (Certified CO, Emission Reductions) in China for two
hydroelectric projects with a power of 69 MW and 6.4 MW for a total of 1.38 million CERs
in the period 2007-2012. The contracts provide for a payment on delivery of the CERs that
will take place on March 1 of each year. The CERs still have to be validated and registered
with the UNFCC (United Nations Framework Convention on Climate Change), which is
expected to take place by the end of 2007.

in the Corporate area, we would point out that as part of the agreements that tie the members of
the RCS Mediagroup blocking and consultation syndicate, in the event that a takeover bid is
launched, any member that decides to exercise their right to withdraw from the investment has to
sell their syndicated shares to the other members of the syndicate. The buyers have the right, but
not the obligation, to purchase the shares in proportion to their percentage of the shares
contributed to the Syndicate.

Edison S.p.A. has also signed a Management Agreement along with EDF Trading (EDF Carbon
Fund) for the purchase of a fixed price Certified Emission Reduction/Emission Reduction Unit
(CER/ERU - a CO; emission certificate} with the characteristics defined in the Investment
Guidelines. Edison's share in the fund amounts to 30 million euro. At September 30, 2007 Edison
S.p.A. has receivables for a total of 11.5 million euro {consolidated 50% for around 6 million
euro).
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Ecodeco Group

Guarantees given and commitments

At September 30, 2007 guarantees amount to 101 million euro and refer to guarantees given to third
parties for industrial operations and as collateral for VAT rebates.

These guarantees are principally to ensure payment of any "post mortem" costs and the
environmental recovery of land where associates have landfill dumps.

Commitments at September 30, 2007 amount to 1 million euro.

Secured guarantees given

At September 30, 2007 they amount to 63 million euro and refer principally to mortgages on land and
buildings and to pledges on quotas of subsidiaries (Srl} given in favour of certain financial
institutions as collateral for the loans received from them.




1) SIGNIFICANT EVENTS AFTER SEPTEMBER 30, 2007
See the directors' report on operations for an explanation of subsequent events.

2) INFORMATION ON NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED
OPERATIONS (IFRS 5)

Following the sale of the investments in Serenissima Gas S.p.A., Serenissima Energia S.r.i.,
Metroweb S.p.A., AEM Trasmissione S.p.A. and Edison Rete S.p.A., in the fourth quarter of 2006
and the sale of the investments in Mestni Plinovodi d.o.o. and Serene S.p.A. in the first quarter of
2007, in accordance with IFRS 5, the net results of AEM Trasmissione S.p.A and Serene S.p.A. at
September 30, 2006, have been reclassified in the income statement to "Net result from non-current
assets sold or held for sale” as the net results of Serenissima Gas S.p.A., Serenissima Energia S.r.1,
Metroweb S.p.A. and Edison Rete S.p.A. had already been classified in this way.

IFRS 5, on the other hand, does not require comparison of the balance sheet figures.

We report below information on the sales occurred during the period under review.

Serene S.p.A. (100% of amounts)

On February 14, 2007 Edison S.p.A. completed the sale to BG Italia S.p.A. of 66.3% of Serene
S.p.A., a company in which BG Italia S.p.A. already held the other 33.7%, after obtaining approval
from the Antitrust Authority.

The price paid by BG Italia to Edison for the shares in Serene amounts to 98 million euro,
substantially in line with book value. This price includes a component of up to 13 million euro,
payment of which is subject to developments in the CIP6/92 regulations concerning Kyoto emission
rights.

Mestni Plinovodi d.o.o.

The transfer of AEM's 41.109% investment in Mestni Plinovodi d.o.o. was completed on February
23, 2007.
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At September 30, 2007 “Non-current assets held for sale”, “Liabilities directly related to non-current
assets held for sale” and “Net result from non-current assets sold or held for sale” show the figures
deriving exclusively from consolidation of the Ecodeco Group, in particular the assets belonging to
certain businesses held for sale. The following is information on the key balance sheet and income
statement figures for the businesses concerned.

FIGURES AT SEPTEMBER 30, 2007

Assets and liabilities of companies held for sale Ecodeco Group
(in millions of euro)

Non-current assets

Current assets 8
Total assets 8
Non-current liabilities 8

Current liabilities -

Total liabilities 8

FIGURES AT SEPTEMBER 30, 2007

Net result of non-current assets sold or held for sale Ecodeco Group

(in millions of euro)

Revenues from sales -

Gross profit from operations )
Amortisation, depreciation and provisions -
Profit from operations 2)
Financial charges, net -
Income before taxes 2)
Income taxes |

Net result {1)
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reclassified to “Net result of non-current assets sold or held for sale”. The assets held for sale of the
Ecodeco Group at September 30, 2006 are of an insignificant amount.

FIGURES AT SEPTEMBER 30,
2006

Net result of non-current assets sold or held for sale Mectroweb AEM (509 of |(50% of the figures)

S.p.A. Trasmissione | Investm the
S.p.A. entin | figures}
(in millions of euro} Serenissima Serenissima N,"S'm Edison Serene Total
Gas S.p.A. Energin S.rd, P.Ilnovod Rete S.p.A.
id.wo.o. S.pA.

Revenues from sales 3 19 30 10 15 44 121
Grass profit from operations 2 1 23 8 9 10 53
Amortisation, depreciation and provisions §))] {5 (3 (5) (8) (22)
Profit from operations 2 18 5 4 2 3
Financial charges, net 0 © 0 (6} 12)
Income befare taxes 2 12 5 (6) 4 2 19
Income taxes {1} 5 (2) 0 {2) (1 (1)
Net result 1 7 3 {6) 2 1 8

3) RECLASSIFICATION AND RESTATEMENT OF COMPARATIVE FIGURES

This paragraph explains the reasons and impacts of the reclassifications and restatements made to the
comparative figures at September 30, 2006.

Reclassifications pursuant to IFRS 5

The comparative figures for the income statement at September 30, 2006 of AEM Trasmissione
S.p.A and Serene S.p.A. (see previous paragraph) have been reclassified to “Net result di non-current
assets sold or held for sale”.

Restatement for the put options on Delmi S.p.A. shares

As explained previously in the paragraph entitled "Consolidation policies and procedures”, to which
you are referred for further detail, as a result of the change in accounting policy made in the first half
of 2007 with retroactive effect from December 31, 2005 (restatement) as a result of applying IAS 32
para. 23 to the option agreements between AEM S.p.A. and Dolomiti Energia S.p.A. and between
AEM S.p.A. and Societa Elettrica Altoatesina SEL S.p.A. relating to a part of their investment in
Delmi S.p.A., the balance sheet figures at December 31, 2006 and at September 30, 2006 include as
liabilities to third parties the discounted countervalue of these options; this will guarantee
comparability with the income statement and balance sheet figures at September 30, 2007.
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comparison purposes in these condensed consolidated interim financial statements:

RECONCILIATION OF BALANCE SHEET AT SEPTEMBER 30, 2006

PUBLISHED |DELMIPUT| RESTATED
in millionsof euro STATEMENTS STATEMENT
B

NON-CURRENT ASSETS

Property, plant and equipment 7,206 7.206
Investment property 22 22
Intangible assets 2,543 2,543
Investments 42 42
Other non-current financial assets 384 384
Deferred tax assets 276 276
Other non-current receivebles 146 146
Restricied or pledged deposits 4 4
QOther non-current assels 5 5
TOTAL NON-CURRENT ASSETS 10,628 . 10,628
CURRENT ASSETS

Inventories 329 329
Current financial assets 212 212
Current derivatives a3 83
Taxes receivable 53 33
Trade and other receivables 1,513 1,513
Cash and cash equivalents 194 194
Other curren assels 22 22
TOTAL CURRENT ASSETS 2,406 - 2,406
NON-CURRENT ASSETS HELD FOR SALE 474 474
TOTAL ASSETS 13,508 - 13,508
SHAREHOLDERS' EQUITY AND LIABILITIES

SHAREHOLDERS' EQUITY

Share capiial 936 936
(Treasury shares) (25) 25)
Legal reserve 94 94
Other reserves 571 23 594
Met profit for the period 228 (5) 223
Equity pertaining to the Group 1,804 18 1,822
Minority interests 2,224 (24%) 1,975
Total shareholders' equity 4,028 {231) 3,797
LIABILITIES

NON-CURRENT LIABILITIES

Medium/long-term financial liabilities 4,148 4,148
Deferred tax liabilities 774 774
Employee benefits 209 209
Provisions for risks 618 618
Other nen-current liabilities 4 186 190
Total non-current liabilities 5,753 186 5,939
CURRENT LIABILITIES

Trade and other payables 1,626 45 1,671
Tax liabilities 173 173
Short-term financial liabilities 1,614 1,614
Other liabilities 31 31
Total current liabilities 3,444 45 3,489
Total liabilities 9,197 231 9,428
LIABILITIES ASSOCIATED WITH

NON-CURRENT ASSETS HELD FOR SALE 283 283
TOTAL LIABILITIES AND EQUITY 13,508 13,508




RECONCILIATION OF INCOME STATEMENT FOR THE PERIOD
01/¢1/2006 - 09/30/2006

PUBLISHED DELMI| RESTATED

{in millions of euro) FINANCIAL | RECLAS. | IFRS5 | PUT | FINANCIAL

STATEMENTS STATEMENT

S

REVENUES
REVENUES FROM SALES 4,635 {41) 4,594
REVENUES FROM SERVICES 144 {10) 134
REVENUES FROM LONG-TERM CONTRACTS 19 19
OTHER OPERATING INCOME 206 206
TOTAL REVENUES 5,004 51) 4,953
OTHER OPERATING INCOME 104 {3) 101
TOTAL REVENUES AND OTHER OPERATING INCOME 5,108 (54) 5,054
QPERATING COSTS
RAW MATERIALS AND CONSUMABLES USED 2,861 27 2834
SERVICES USED 662 ] 655
OTHER OPERATING COSTS 291 15 n 305
TOTAL OPERATING COSTS 3,814 15 (35) 3,794
LABOUR COSTS 197 ) 196
GROSS PROFIT FROM OPERATIONS 1,097 s (18 1,064
AMORTISATION, DEPRECIATION, PROVISIONS AND 474 (5 (n 448
WRITEDOWNS
NET PROFIT FROM OPERATIONS 623 @ 616
GAINS (LOSSES) FROM FINANCIAL ASSETS HELD FOR TRADING (m ()
OTHER GAINS (LOSSES) ON DERIVATIVES t] n
GAINS (LOSSES) FROM FINANCIAL ASSETS AVAILABLE FOR SALE 1 1
FINANCIAL CHARGES 183 5 188
INCOME (LOSSES) FROM FINANCIAL ASSETS 36 36
TOTAL FINANCIAL COSTS {154) 5 {159)
GAINS AND LOSSES ON VALUATION OF INVESTMENTS AT ) 1
EQUITY
GAINS (LOSSES) ON DISPOSAL OF PROPERTY, PLANT AND (2) {2)
EQUIPMENT
OTHER NON-OPERATING PROFITS 29 29
OTHER NON-OPERATING COSTS 28 28
PROFIT BEFORE TAX 469 7 (5) 457
INCOME TAX EXPENSE 98 (3 95
NET PROFIT (LOSS} OF OPERATING ACTIVITIES, NET OF 37 4 (5) 362
TAXES
NET RESULT FROM NON-CURRENT ASSETS SOLD OR HELD FOR 4 4 8
SALE
NET PROFIT (LOSS) 375 {5) 370
MINOQRITY INTERESTS (147) (147)
GROUP NET PROFIT FOR THE PERIOD 228 () 223
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4) RISK MANAGEMENT

The AEM Group is exposed to the following risks:

» commodity price risk

» interest rate risk, liquidity risk and exchange rate risk;
o credit risk;

» Equity risk;

» default risk and covenants.

The price risk of commodities is the risk connected to the volatility of prices for energy commodities
(gas, electricity, fuel oil, coal, etc.) and of environmental securities (EUA ETS issue rights, green
certificates, white certificates, etc). It consists of the possible negative effects that a change in the
market price of one or more commodities could have on the Company's prospective earnings.

Interest rate risk is the risk of incurring additional financial costs as the result of an unfavourable
change in interest rates.

Exchange rate risk is the possibility of incurring losses because of an unfavourable change in
exchange rates two currencies.

Credit risk is the exposure to potential losses deriving from non-performance of commitments by
trading and financial counterparties,

Equity risk is the possibility of incurring losses based on an unfavourable change in the price of
shares.

The risk of default and covenants concerns the possibility that financing contracts or bond loan
regulations to which Group companies are party might contain provisions that allow the
counterparties, whether they are banks or bondholders, to ask the debtor for immediate
reimbursement of the amounts lent if certain events take place, generating liquidity risk as a
consequence.

In the following paragraphs, these risks are analysed for each sub-group ("Old scope” of the AEM
Group, the Delmi Group and the Ecodeco Group), except for the risk of default and covenants, which
is analysed jointly for the entire group in the paragraph “Debt, Risk of Defauit and Covenants of the
AEM Group”.

Management and types of risk of the "Old scope" of the AEM Group

For AEM S.p.A. and its direct subsidiaries, management of the risks mentioned above is performed

by two departments:

» the Energy Risk Management function, which reports to the Group CFO, handles the various risk
factors that exist in the energy market (price and exchange rate risk on commodities and credit
risk on the bilateral contracts of AEM Trading S.r.1);

+ the Group Finance and Administration Department manages liquidity risk, credit risk for all other
customers, interest rate risk, equity risk, if its exists, and any residual exchange rate risk, which is
marginal compared with that handled by the Energy Risk Management function.




AEM and its direct subsidiaries have been using a market risk management model since January
2004. The rules and procedures for managing the risks borne by the Group (as a result of buying and
selling gas, electricity and fuel) are contained in a specific document entitled The Energy Risk Policy
of the AEM Group, which was approved by the Board of Directors on 27 January 2004 and
periodically reviewed and updated.

Based on the rules laid down in this operating procedure, the Energy Risk Commission meels
regularly to review risks trends in the various companies mentioned previously.

1) Commodity price risk and exchange rate risk involved in commodity activities

AEM and its direct subsidiaries are exposed to price risk, including the related exchange risk, on all
of the energy commodities that they handle, namely electricity, natural gas, coal, crude oil and
refined products, as both purchases and sales are affected by fluctuations in the prices of these energy
commodities. These fluctuations act both directly and indirectly, through formulas and indexing in
the pricing structure.

The Energy Risk Policy provides for constant control over the Group's net exposure, calculated
centrally on the entire portfolio of the Group's assets and contracts, i.e. those of the parent company
and of its direct subsidiaries, as well as the overall level of economic risk taken on (Profit at Risk -
PaR) compared with a maximum limit approved each year by the Board of Directors.

Every month, the Risk Management Committee — chaired by top management - reviews the Group's
exposure and, in the event that Profit at Risk exceeds the limit, decides on adequate hedging policies
by means of suitable derivatives and/or investment policies.

The derivatives used at September 30, 2007 are measured at fair value based on the forward market
curve at the balance sheet date of the quarterly report, if the underlying of the derivative is traded on
markets that have a forward pricing structure.

To measure the fair value of the derivatives relating to the Italian power market, in the absence of an
official reference forward curve for the PUN (National Unit Price) and for zonal prices, internal
estimates were made using an in-house statistical model. This in-house model, which is based on best
industry practice, constructs hourly PUN and zonal prices on the basis of expected variable
generation costs and, in particular, on the expected spark spread (defined as the theoretical net
income of a gas-fired power plant from selling a unit of electricity). The prices obtained with the
mark to model are then checked for consistency with the prices used by market operators.

The impact that fluctuations in the market prices of the underlying have on the financial derivative,
given its initial value, is measured by means of PaR or Profit at Risk, in other words the (positive or
negative) change in the value of the hedging portfolio, within the limits of pre-established probability
assumptions, due to a (favourable or unfavourable) shift in market indices.

The PaR is calculated using the Montecarlo Method (at least 10,000 trials) and a 97.5% confidence
level. It simulates scenarios for each relevant price driver depending on the volatility and correlations
associated with each one, using as the central level the forward market curves at the balance sheet
date, if available.

Based on this methodology, the period of time of the current accounting period and in the event of
extreme market movements, corresponding to a confidence interval of 97.5% of probability, the
expected maximum loss on outstanding financial derivatives comes to 5.55 million euro (5.27 million
euro at September 30 2006).
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09.30.2007 09.30.2006

Profit at Risk (PaR) worst case best case worst case best case
(in millions of euro)

AEM and direct subsidiaries -5.55 +8.53 -5.27 +4.29

N.B. Best Case Confidence level: 97.50%, Worst Case Confidence level: 2.50%.

In carrying on its business activities, Plurigas S.p.A. can be exposed to various risks, such as price
variations (linked to trends in energy quotations and a variety of references that define purchase and
selling prices), fluctuations in the quantity of gas moved (depending on the climate or events that
affect supplies) and in quotations on financial markets (linked to movements in the exchange rates for
the currencies used in such transactions, interest rates, etc.), as well as to the risk of insolvency on the
part of its counterparties (customers, etc.). The company's aim is to take steps to reduce the exposure
to such risks according to a strategy designed to limit the extent to which results can differ from
expectations. For this, recourse is had both to the financial derivative market and to the energy
market, though no transactions are entered into with any intention other than to protect the business
against such risks.

Edipower does not have any exposure to unhedged commodity risk.

2} Interest rate risk, equity risk, liquidity risk and residual exchange rate risk

In order to limit liquidity risk, which is the risk of having to make unexpected cash outlays without
having sufficient financial resources, the company has stipulated medium term revolving committed
lines of credit with banks for a total of 2,545 miliion euro. This amount guarantees that the company
has sufficient funds to cover any financial requirements that might arise over the next few years.
Interest rate risk is linked to medium and long-term loans and has a different impact depending on
whether the loan is fixed or floating rate.

In fact, if the loan is floating rate, the interest rate risk is on the cash flow; if the loan is fixed rate, the
interest rate risk is on the fair value (e.g. if market rates rise above the rate paid on the bonds, the
bond price will go down). Indeed, there is an inverse correlation between a loan's price and its yield
to maturity.

It is up to the Finance and Administration Depariment of AEM S.p.A. to identify and propose
suitable strategies to limit these types of risk for itself and for its direct subsidiaries.

At September 30, 2007, before consolidation of the Delmi Group, the structure of the AEM Group's

medium and long-term debt was as follows:

¢ 29% consisted of floating-rate loans,

* 71% of the loans were hedged, even if this cover did not fully satisfy the effectiveness test
required by IFRS to apply hedge accounting.

The loans that were hedged were made up as follows:

* abond loan with a nominal value of 500 million euro with an annual fixed coupon of 4.875%:

* a loan from the Cassa Depositi e Prestiti, residual debt at September 30, 2007 of 254 million,
floating rate (average of 6-month Euribor measured in November and May);

« 600 million euro of revolving lines, floating rate (6-month Euribor).




rates in the case of floating rate loans and to minimise the higher cost of fixed rate loans compared
with floating rate ones (the so-calied “negative carry”).

This policy makes it possible to transform the fixed rate, Euribor and Euribor average into a floating
rate within a collar with barrier, so as to limit:

* interest rate fluctuations with well defined limits, in the case of floating rate;

* the negative carry compared with the Euribor (floating), in the case of fixed rate.

This policy has been applied to the bond loan, the loan from the Cassa Depositi e Prestiti and the
revolving committed lines of credit.

The following is a sensitivity analysis that shows the effect on the gross stock of financial debt at the
balance sheet date, including derivatives on interest rates, caused by a hypothetical shift in the
forward curves of plus or minus 0.5%. The figures shown in the table represent the expected outflows
{(+) or inflow (-) on a future time horizon of 12 months from the balance sheet date ("Cash Flow
Analysis"). The gross financial debt taken into consideration at September 30, 2007, which amounts
to 2,397 million euro of principal without taking account of accrued interest of 7 million euro,
includes the bond loans and all of the other interest-bearing debt outstanding at the end of the period.
It also includes 935 million euro of bank borrowings of AEM S.p.A. for the increase in capital of
Delmi S.p.A. made in 2005 to buy joint control of Transalpina di Energia S.r.1. which is attributed to
the Delmi Group in the notes; for the bond and other loans falling due in the next 12 months, the
model assumes that they would be replaced by current floating-rate debt.

Sensitivity analysis 09.30.2007 31.12.2006
(in millions of euro)

+50bps -50bps +50bps - 50bps

"Old scope” of the AEM Group +6 -5 +9 -11

If the sensitivity analysis had been carried out with reference to the change in the pre-tax economic
result (Accrual Analysis) rather than the cash flows, still based only on the gross debt, a hypothetical
shift in the forward curves of +0.5% would lead to higher financial charges of 10 million euro,
whereas one of -0.5% would lead to lower charges of 10 million euro.

As regards the exchange rate risk on purchases and sales other than those of commodities, the AEM
"Old scope" does not consider it necessary to take out specific hedges as the amounts involved are

quite small, they are paid or collected within a short period of time and any imbalance is immediately-

offset by a sale or purchase of foreign currency.

3) Credit risk

Exposure to credit risk is principally linked to the commercial activity, selling electricity and natural
gas. To keep this risk under control, day-to-day monitoring is specifically delegated to the Credit
Management function, which forms part of the Finance and Administration Department in head
office (for the credit risk involved in the bilateral contracts stipulated by AEM Trading S.r.L., it is
assigned to the Planning and Control Department, for which the Credit Management function
provides operational support). For some time now, a Credit Policy has been implemented centrally to
regulate the assessment of customers' credit standing, monitor the expected cash flows, send out
suitable reminders, grant extended credit terms with adequate guarantees where necessary, and
perform debt recovery if needed. Depending on the customers' credit worthiness, the Credit Policy
requires the company to ask customers to give bank or insurance guarantees of prime credit standing,
collectable on first request and without any chance of raising objections (art.1945 of the Italian Civil
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financial hedging contracts (using derivatives) always have a high international credit standing.

The payment terms generally applied to customers provide for various due dates in line with
applicable regulations and market standards. In cases of delayed payment, default interest in charged
as explicitly foreseen in the underlying supply contracts or in current law (application of the default
rate as per D. Lgs. 231/2002) and in the cases provided for, the Credit Policy envisages interrupting
the supply in the event of ongoing insolvency.

Trade receivables are shown in the balance sheet net of any writedowns; management is of the
opinion that the figure shown is a correct representation of the fair value of total trade receivables.
The following is an analysis of gross trade receivables and of the related provision for bad and
doubtful accounts. The variance compared with the figure at December 31, 2006 depends above all
on the seasonal nature of the business.

(in millions of euro) 09.30.2007 12.31.2006
Gross trade receivables 585 633
Provision for bad and doubtful accounts (-) (19) (17)
Trade receivables 566 616

Trade receivables that are past due for more than 12 months amount to 41 million euro and refer to
16 million euro of receivables from public entities, for which there is no collection risk, and 25
million euro of receivables from private customers. The provision for bad and doubtful accounts
covers approximately 76% of the exposure to private customers, past due for more than 12 months,
and reflects the amount that in the circumstances could prove difficult to collect, whereas the other
24% has a chance of being recovered, even though it is overdue for more than 12 months.

4) Equity risk
At September 30, 2007 the "Old scope" of AEM is not exposed to equity risk.

Note that, at September 30, 2007, AEM S.p.A. holds 30, 434 850 treasury shares, which is 1.691% of
the share capital made up of 1,800,047,400 shares.

The shareholders' meeting on October 27, 2006 authorised the purchase and sale of treasury shares up
to a maximum of 180,004,740 shares, including those already held, and for a period of not more than
18 months from the date of the resolution.

As laid down in IFRS, treasury shares do not constitute an equity risk as their purchase cost is
deducted from shareholders' equity and even if they are sold, any gain or loss on the purchase cost
does not have any effect on the income statement.

Risk management at the Delmi Group

The Delmi Group's activity is exposed to various types of risk, including interest rate, exchange rate,
price and cash flow risk. The Group uses derivatives to minimise such risks as part of its risk
management activities. The risk management model coincides with that of the subsidiary Edison
S.p.A.

In line with the rules of the Code of Conduct for Listed Companies, in 2006 Edison began
implementing an integrated risk control model based on the international standards of Enterprise Risk
Management, with the definition of a global corporate risk model using risk mapping and risk scoring
methodologies. The purpose is to identify the company's main risks, to evaluate their potential effects
in advance and to take suitable steps to mitigate them.,

The risk model adopted provides for a classification according to two fundamental criteria:




external environment, process risks and strategic and policy risks, in accordance with the
guidelines of the valuation of the COSO Integrated Framework on Enterprise Risk Management
(COSO being the "Committee Of Sponsoring Organizations" of the Treadway Commission);

» the main quantification methodology, on the basis of which risks are split between market risk,
credit risk, operating risk and other risks, essentially strategic and reputational risks, in
accordance with the Basel I1 guidelines.

During 2007 the Edison Group initiated a cycle of Risk Self Assessment which involves all members
of management in identifying and evaluating the main risks mentioned above. Progress reports are
sent periodically to the Internal Control Committee.

The following is an analysis of the risks to which the Delmi Group is exposed.

1) Commodity and exchange rate risk associated with trading in commodities

The Edison Group is exposed to price risk, including the related exchange risk, on all of the energy
commodities that it handles, namely electricity, natural gas, coal, crude oil and refined products, as
production, storage, purchases and sales are all affected by fluctuations in the prices of such energy
commodities, which are quoted in US dollars. These fluctuations act both directly and indirectly,
through formulas and indexing in the pricing structure.

To manage these risks, the Energy Risk Policy provides for constant control over the Edison Group's
net exposure, calculated centrally on the entire portfolio of the Edison Group's assets and contracts,
as well as the overall level of economic risk taken on by that portfolio (Profit at Risk - PaR)
compared with a maximum limit approved by the Board of Directors of Edison S.p.A. along with the
annual budget.

Every month, Edison's Risk Management Commitiee — chaired by top management - reviews the
Edison Group's exposure and, in the event that Profit at Risk exceeds the limit, decides on adequate
hedging policies by means of derivatives.

If the Risk Office agrees that they are in line with the objectives of Group risk management, the
Edison Group also uses other forms of hedging (called "operational hedging") which are designed to
hedge an individual transaction or on a limited set of identical transactions.

The Edison Group uses the Montecarlo Method to evaluate the impact that fluctuations in the market
prices of the underlying have on the fair value of outstanding financial derivatives. The methodology
is the same as the one used to calculate PaR, which means that it simulates ten thousand scenarios for
each relevant price driver depending on the volatility and correlations associated with each one, using
as the central level the forward market curves at the balance sheet date, if available. As mentioned
previously, in the case of the Italian Electricity Market, a proprietary model is used to simulate the
forward PUN curve. Having obtained in this way a distribution of the probability associated with
changes in the fair value of outstanding financial contracts, it is possible to extrapolate the maximum
negative variance expected on the fair value under analysis over a given period of time (the
accounting period) and for a given level of probability.

Based on this methodology, the period of time of the current accounting period and in the event of
extreme market movements, corresponding to a confidence interval of 97.5% of probability, the
expected maximum loss on outstanding financial derivatives comes to 19 million euro (17 million
euro at September 30, 2006).

The results of the simulation are shown below with the related maximum expected loss.

Profit at Risk (PaR) 09.30.2007 (09.30.2006

(in millions of euro)

Level of Amount Level of Amount
probability at risk probability at risk
Delmi Group/Transalpina di Energia/Edison* 97.5% 18.7 97.5% 16.6

- * amounts based on proportional consolidation at
509 of the Edison Group
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segregated in separate portfolios, being subject to a p;ecise stop loss limit.

2) Interest rate risk, liquidity risk and residual exchange rate risk

The Delmi Group is exposed to interest rate fluctuations to the extent that they affect the market
value of financial assets and financial and the level of net financial charges. Group strategy is to
maintain a balance between the fixed and floating component of interest rates so as to mitigate the
effects of any changes in market rates.

The exposure to interest rate risk at September 30, 2007 can be put at around 40% of the Group's
total exposure (30% at December 31, 2006). The ratio between the fixed and floating portion has
gone up compared with the previous year, mainly as a result of the extinction of two bond loans and
the simultaneous extinction of the related hedging structures,

Transalpina di Energia S.r.1. is exposed to interest rate risk of which 83% has been hedged by means
of interest rate swaps.

The following is a sensitivity analysis that shows the effect on the gross stock of financial debt at
September 30, 2007 of 2,322 million euro including 9 million euro of derivatives on interest rates,
caused by a hypothetical shift in the forward curves of plus or minus 50 basis points. The figures
shown in the table represent the expected outflows (+) or inflow (-) on a future time horizon of 12
months from the balance sheet date ("Cash Flow Analysis"). The gross financial debt taken into
consideration includes the bond loans and all of the other interest-bearing debt outstanding at the end
of the period, as shown in the table below in the paragraph on "Liquidity Risk". for the bond and
other loans falling due in the next 12 months, the model assumes that they would be replaced by
current {loating-rate debt.

Sensitivity analysis 09.30.2007 12.31.2006
(in millions of euro)

+50 bps - 50 bps +50 bps - 50 bps

Delmi Group/Transalpina di Energia/Edison* 4 -4.5 3 -3
* amounts based on proportional consolidation at
50% of the Edison Group

Liquidity risk is the risk that the financial resources available to the company will not be sufficient to
meet its financial and commercial commitments as they fall due.

The cash flows, financing requirements and liquidity of the various companies in the Delmi Group
are managed in such a way as to ensure that the best possible use is made of Group resources. The
objective is to provide the Group with the committed lines of credit that it needs to reimburse any
debt falling due over the next twelve months. At September 30, 2007 the Group has unutilised
committed lines of credit of 1,669 million euro (the share proportionally consolidated at 50%
amounts to 834.5 million euro) with a residual average life of more than 5 years. Of these, the most
important part is a syndicated stand-by line of credit of 1,500 million euro (the share proportionally
consolidated at 50% amounts to 750 million euro) with maturity 2013. This by itself is more than the
gross financial debt due to mature over the next 12 months. However, it also has to be taken into
consideration that the Group can count on liquid funds for a total of 117 million euro (share
proportionally consolidated at 50% of 58.5 million euro). As regards the balance of working capital,
and in particular the coverage of trade payables, these are largely covered by trade receivables and
the conditions at which they are settled.

Except as explained above in connection with commodity risk, the Delmi Group is not particularly
exposed to exchange rate risk. The part that remains is prevalently concentrated in the translation of
the financial statements of certain foreign subsidiaries; operating companies generally have a
substantial convergence between the currencies in which their revenues are billed and the currencies
in which their costs are billed.




Credit risk is the exposure to potential losses deriving from non-performance of commitments by
trading and financial counterparties. This risk derives above all from factors that are typically
economic or financial in nature; in other words, from the possibility of default on the part of a
counterparty, but also from factors that are more strictly technical and commercial or administrative
and legal in nature (disputes regarding the nature or quantity of the energy supplied, interpretation of
contractual clauses, billing, etc.).

For the Group, exposure to credit risk is principally linked to its growing commercial activity, selling
electricity and natural gas on the free market. To keep this risk under control, for which day-to-day
monitoring has been specifically delegated to the Credit Management function, which forms part of
the Finance Department in head office, the Group has implemented procedures and measures to
assess customers' credit standing (also by using suitable scoring grids), monitor the expected cash
flows and perform debt recovery if needed. Depending on the internal credit policies and following
this assessment of credit standing, in certain cases customers may be asked to provide guarantees;
these are usually guarantees collectable on first request issued by banks or insurance companies of
prime credit standing. As regards the choice of counterparties for the management of temporary cash
surpluses and for stipulating financial hedges using derivatives, the Group only uses those that have a
high credit standing.

The average terms applied to customers generally provide for payment during the month after supply.
In cases of delayed payment, default interest in charged as explicitly foreseen in the underlying
supply contracts or in current law (standard application of the default rate as per D. Lgs. 231/2002),
quite apart from the right to interrupt the supply in the event of ongoing insolvency.

Trade receivables are shown in the balance sheet net of any writedowns; management is of the
opinion that the figure shown is a correct representation of the fair value of total trade receivables.
The following is an analysis of gross trade receivables and of the related provision for bad and
doubtful accounts. The variance compared with the figure at December 31, 2006 depends above all
on the seasonal nature of the business.

(in millions of euro) 09.30.2007 12.31.2006
Gross trade receivables 628 961
Provision for bad and doubtful accounts () (40) (29
Trade receivables* 588 932

* Amounts refer to 50% of the Edison Group

Trade receivables that are past due for more than 12 months amount to 20 million euro and are
therefore more than covered by the provisions.

4) Equity risk

At September 30, 2007, Delmi S.p.A. is exposed to equity risk on the ordinary shares of Edison
S.p.A. as a result of two derivative transactions.

Delmi S.p.A. has also stipulated an equity swap on 16,981,068 Edison S.p.A. ordinary shares at a
price of 1.721865 euro per share with maturity November 2008.

Because of this equity swap, any increases in the value of the stock over 1.721865 will be a gain for
Delmi (and vice versa).

Delmi S.p.A. will receive amounts from the counterparty equal to any dividends paid by Edison
S.p.A. on the underlying shares.

For the equity swaps the banks will receive a remuneration that is partly variable, based on the time
period of the transaction.

Delmi S.p.A. has also stipulated a flexible forward agreement with a financial counterparty which has
the right, but not the obligation, to buy Edison S.p.A. ordinary shares at a price of 1.635 euro per
share up to a maximum of 16,981,068 Edison S.p.A. ordinary shares with maturity November 2008.
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Delmi. Any decrease under 1.635 euro will not result in a gain for Delmi, because in this case the
counterparty would not exercise its right.

In May 2007, the notional amount of the equity swap was raised from 16,616,858 Edison S.p.A.
ordinary shares to 16,981,068 shares in order to adjust the notional amount of the flexible forward
agreement.

In fact, every time that Edison S.p.A. distributes a dividend, the notional amount of the flexible
forward agreement increases in percentage for an amount equal to the ratio between the dividend and
the share price at the date that it goes ex-coupon, whereas as a result the strike price of the flexible
forward agreement falls proportionately.

The notional amount of the equity swap was therefore increased to avoid a mismatching of the
notionals.

Note that at September 30, 2007, the valuation of the equity swap and flexible forward transactions
was negative for 3.3 million euro.

Risk management at the Ecodeco Group

The Ecodeco Group operates in Italy, Great Britain and Spain in the field of waste treatment and
disposal and in the production of electricity from waste incineration and biogas.

The group consists of 15 companies that are consolidated line-by-line and 4 that are consolidated
proportionally.

The Ecodeco Group's activity is exposed to various types of risk, including interest rate, exchange
rate, price and cash flow risk, as explained in greater detail in the following paragraphs. In order to
minimise these risks, the Group uses derivatives as part of its risk management activity, while
generally speaking derivative or similar instruments are not used or held purely for trading purposes.
All of this is placed within the ambit of precise directives, especially of an organisational nature,
which regulate the Ecodeco Group's Risk Management activity and to this end procedures have been
introduced to control all transactions involving derivatives. In this area, all risk management
activities are handled centrally, with some insignificant exceptions.

The main group companies that are active in financial risk management are: Ecodeco S.r.l. (Parent
company), Ecolombardia 4 S.p.A. (controlled 68.56% by Ecodeco S.r.l.), Fertilvita S.r.l. {controlled
100% Ecodeco S.r.l), Ecoenergia S.r.l. (indirectly controlled 100% through by Ecodeco S.r.L),
Cavaglia S.p.A. (indirectly controlled 100% through Ecodeco S.r.l), A.S.R.A.B. S.p.A. (indirectly
controlled 69% by Ecodeco S.r.1.), Sistema Ecodeco UK Ltd (controiled 100% by Ecodeco S.r.1.) and
Bellisolina S.r.l. (indirectly controlled 50% by Ecodeco S.r.l.), and CMT Ambiente S.r.l. (indirectly
controlled 51% by Ecodeco S.r.l ).

Financial management of the Ecodeco Group is performed in coordination with AEM S.p.A.'s
Finance and Administration Department to take advantage of the better terms and conditions that the
AEM Group can obtain from banks and other financial institutions.

Hence, all decisions relating to the stipulation of medium/long term loans or financial risk hedging
transactions by any member of the Ecodeco Group are taken jointly by Ecodeco and AEM
management.

Ever since the Ecodeco Group was acquired, steps have been taken to rationalise its long-term debt,
cancelling the more onerous loans (onerous in economic terms and in terms of guarantees), bringing
the main clauses into line with AEM Group standards wherever possible.

Loans that could not be renegotiated have been kept at their original conditions.

1) Price risk

The group is not exposed to significant price risks related to energy markets, but it remains exposed
to the natural risks of price changes by market competitors.




The Ecodeco Group's strategy is to reduce the impact of interest rate changes on the income
statement.

The interest rate hedging policy adopted by the Ecodeco Group is to minimise any risks connected 1o
interest rate fluctuations by transforming floating rates (entirely or partly) into fixed rates through the
use of derivatives.

The exposure to interest rate risk at September 30, 2007 can be put at around 12% of the Edison
Group's total exposure, even though there are hedging structures in place that currently involve the
application of a floating rate.

The larger medium/long-term positions, which mostly relate to project financing and leasing, have
been hedged.

The sensitivity analysis carried out with the same methodology as was applied by the "Old scope" of
the AEM Group and by the Delmi Group according to the “Cash Flow Analysis” and based on the
gross debt at September 30, 2007 (65 million euro) resulted in amounts of less than 100 thousand
euro in the case of shifts in the forward curve of +0.5% and in a reduction of 400 thousand euro in
the case of shifts of -0.5%.

If the sensitivity analysis had been carried out with reference to the change in the pre-tax economic
result prior to minority interests (Accrual Analysis), the result would have been a higher charge of
around 200 thousand euro in the case of a shift of +0.5% and a lower charge of around 300 thousand
euro in the case of a shift of -0.5%.

The group has a prudent liquidity risk management policy. If available liquid funds are insufficient,
the minimum objective is to provide the group at any one time with the credit facilities needed to
repay the debt falling due in the next twelve months.

The Group's financial requirement is therefore ensured by long-term funding raised exclusively
through bank credit.

Bear in mind that the Ecodeco Group takes part in AEM's cash pooling system.

The Ecodeco Group is not particularly exposed to exchange rate risk, which is prevalently
concentrated in the translation of the financial statements of a foreign subsidiary, Sistema Ecodeco
UK Ltd, which operates in Great Britain. The parent company Ecodeco S.r.l, which operates
internationally, has a substantial convergence between its billing currencies and its purchasing
currencies.

3) Credit risk

This is the risk that one of the parties to a contract involving deferred settlement does not comply
with their payment obligation, generating a financial loss for the other party.

This risk may stem from purely technical/commercial or administrative/legal factors (disputes over
the nature/quantity of the goods or services supplied, the interpretation of contractual clauses, the
related invoices, etc.) or from typically financial factors, i.e. the so-called "credit standing" of the
counterparty.

For the Ecodeco Group, exposure to credit risk is principally linked to its commercial activity,
namely waste disposal services, electricity production and plant construction. Customers consist of
private companies, with which the group has long-standing relationships, and public entities such as
municipalities, local authority utilities, consortiums, etc. Private customers have also been chosen
carefully and this has allowed the Ecodeco Group to keep its credit risks low.

Lastly, as regards the choice of counterparties for the management of temporary cash surpluses, the
Group only uses banks that have a particularly secure profile and a high international standing.

(in millions of euro}) 09.30.2007 12.31.2006
Gross trade receivables 56 56
Provision for bad and doubtful accounts (-) (2) (3)
Trade receivables 54 53
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Trade receivables that are past due for more than 12 months amount to 9 million euro and refer to 5
million euro of receivables from public entities, for which there is no collection risk, and 4 million
euro of receivables from private customers. These are covered by the provision for bad and doubtful
accounts for 1 million euro and for the rest the Ecodeco Group has held on to amounts that it owes
these customers with a view to offsetting debits and credits.

4) Equity risk

At September 30, 2007 the Ecodeco Group is not exposed to the risk of incurring losses based on an
unfavourable change in the price of shares.

Debi, Risk of Default and Covenants of the AEM Group

The following are all of the figures for the AEM Group relating to bank borrowings and amounts due
1o other providers of finance, excluding financial payables relating to derivatives:

Book balance  Portions Portions  30/09/2009 09/30/2010 09/30/2011 09/30/2012  beyond
09/30/2007 maturing maturing
within 12 beyond 12

months months
{consolidated figures in millions of
euro}
Bonds 1,139 25 1,114 8 8 352 250 496
Non-banking leans 376 114 262 73 48 47 52 42
Bank loans 3272 835 2,437 164 100 482 1073 618
TOTAL 4,787 974 3,813 245 156 881 1,375 1,156

In October 2003, AEM S.p.A. issued a bond loan of nominal value 500 million euro with a 10-year
maturity. ‘

AEM S.p.A.'s bank debt of (a} 100 million euro at floating rate with maturity September 2012 and (b)
85 million euro at floating rate with maturity June 2018 has a credit rating clause regarding the
Company's non-subordinated, unsecured long-term debt; in particular, the Company has a
commitment to maintain a "BBB" rating for the 100 million euro loan, while for the 85 million euro
loan it is required to maintain a rating of not less than investment grade, in both cases for the entire
duration of the loan.

If this commitment is not met, there are capital, economic and financial covenants linked to its
Debt/Equity ratio, Debt/Gross Profit ratio, and Gross Profit/Financial Charges ratio. These covenants
are evaluated by the Company every iwelve months based on the consolidated financial statements.

AEM S.p.A. has stipulated a number of committed lines of credit with various financial institutions
for a total of 2,545 million euro which are not subject to any covenants, not even having to maintain a
specific level of rating.




(i) negative pledge clauses based on which AEM S.p.A. undertakes not to set up real guarantees on
the assets of AEM S.p.A. and of its direct subsidiaries over and above a certain threshold; (ii) cross
default/acceleration clauses which entail immediate reimbursement of the bonds in the event of
serious non-performance, such as non-payment of the interest; and (iii) clauses that provide for
immediate repayment in the event of declared insolvency on the part of certain direct subsidiaries.

Moreover, for the committed lines of credit, AEM S.p.A. has undertaken not to give up control over
Deimi S.p.A. and to give the financing banks the same treatment as that due to creditors under other
unsecured financing contracts (pari passu).

Note that the syndicated loan taken out by Edipower in January 2007 for a contractual amount of
2,000 million euro (in the case of 100% use, the share proportionally consolidated at 20% in the "Old
scope" of the AEM Group would be 400 million euro and due to proportional consolidation at 50%
of the Delmi Group, there would be a further share of 500 million euro) contains negative pledge,
pari passu and cross default clauses, as well as an obligation to comply with certain financial
covenants, including a ratio of minimum EBITDA to financial charges and net debt in relation to
Edipower's EBITDA. The content of these covenants was laid down prudently by Edipower on the
basis of its business plan. At the time that this contract was stipulated, Edipower cancelled the
preceding loan ahead of schedule. As a result, all of the Group’s previous obligations to comply with
financial covenants and ratings came 1o an end and all of the guarantees that it had given in favour of
the financing banks in connection with their commitments to provide Edipower with financial
support no longer applied.

In addition, the Delmi Group has issued four bond loans (Euro Medium Term Notes), all borne by the
Edison Group, for a total nominal amount proportionally consolidated at 50% of 600 million euro:

Description Issuer Market where ISIN code Duration Maturity Nominal Coupon Present
quoted (years) value rate
(in millions
of euro)
Share
consolidated
at 50%
EMTN Edison Spa | Luxembourg | XS0181582056 7 12/10/2010 350 Annual 5.125%
12/2003 Stock fixed rate
Exchange
EMTN Edison Spa | Luxembourg | X80196762263 7 07/19/2011 250 Floating 4.815%
12/2003 Stock quarterly
Exchange rate

Moreover, the Delmi Group has non-syndicated loan contracts for a total nominal value of 368
million euro (share proportionally consolidated at 50% of 184 million euro) and syndicated loan
contracts for a total nominal value of 5,052 million euro (share proportionally consolidated at 50% of
2,526 million euro).

In line with international practice for these types of financial transactions, the above contracts
generally give the creditor the right to ask for reimbursement of the amount due, interrupting the
relationship with the debtor in advance, in all cases where the latter has been declared insolvent
and/or involved in bankruptcy proceedings (such as receivership or a composition with creditors), or
if a liquidation or similar procedure has been initiated.

In line with market practice, the regulations governing bond loans typically contain a series of
clauses which, if infringed, oblige the issuer to repay the bonds immediately. Of these, the main ones
are: (i) negative pledge clauses, based on which the issuer undertakes not to set up real guarantees on
Group assets over and above a certain threshold; (ii) cross default/crass acceleration clauses which
entail immediate reimbursement of the bonds in the event of serious non-performance because of
other loan contracts, having regard to a conspicuous part of the overall debt of Group companies; and
(iii) clauses that provide for immediate repayment in the event of declared insolvency on the part of
certain other Group companies.

101




102

which Edison is a party, it is worth pointing out in particular that the above mentioned syndicated
line of credit granted to Edison, still not drawn down as of September 30, 2007, envisages among
other things the obligation for Edison to respect certain commitments, such as giving the financing
banks the same treatment as that due to creditors under other unsecured financing contracts (pari
passu), as well as other limitations on the ability to give real guarantees to new lenders (negative
pledge).

As regards the syndicated loan of 1,400 million euro (share consolidated proportionally at 50% of
700 million euro) granted to Transalpine di Energia in September 2005 by a group of Italian and
international banks, the contract includes an obligation to give the financing banks the same
treatment as that due to creditors under other unsecured financing contracts (pari passu), while the
debtor's right to give real guarantees to new lenders (negative pledge) is restricted.

As far as the other companies in the Delmi Group are concerned, the project financing contracts that
some of them have, in addition to those already discussed, envisage obligations to comply with or
maintain certain financial ratios (typically related to the debtor's ability to repay the debt over the
long term — Long Life Cover Ratio), as well as limitations on the right to distribute dividends or to
grant real guarantees (negative pledges), infringement of which would cause accelerated repayment
of the underlying debt.

As regards the consolidated debt of the Ecodeco Group, the 25 million euro floating rate loan granted
by a pool of banks to Ecodeco S.r.l. in 2002 is subject to financial covenants.

The covenants make reference to the ratio between net financial debt and gross profit from operations
and the ratio between gross profit from operations and net financial charges.

As matters stand, there is no situation of default on the part of companies of the AEM Group nor any
infringement of the covenants mentioned above.

Analysis of forward transactions and derivatives

Commodity derivatives

As regards their classification in the financial statements, these transactions meet the compliance

requirements as per IAS 39 for the application of hedge accounting. In particular:

1) Transactions considered hedges for the purposes of IAS 39: can be split into transactions to hedge
future cash flows and transactions to hedge assets or liabilities (fair value hedges). For
transactions involving cash flow hedges, the accrued result is included in gross profit from
operations when realised, whereas the prospective value is shown in equity with the contra-entry
in assets or liabilities for derivatives. For transactions involving fair value hedges both the
accrued result and the prospective value are shown in gross profit from operations.

2) Transactions not considered hedges for the purposes of IAS 39 can be split between:

a. Margin hedges: for all hedging transactions that meet the requirements of compliance
with the internal risk policy and procedures, the accrued result and prospective value are
included in gross profit from operations;

b. Trading transactions: for all other transactions, the accrued result and the prospective
value are booked to gross profit from operations (caption 13 in the consolidated income
statement).

The derivatives used at September 30, 2007 are measured at fair value based on the forward market
curve at the balance sheet date of the quarterly report, if the underlying of the derivative is traded on
markets that have a forward pricing structure.

To measure the fair value of the derivatives relating to the [talian power market, in the absence of an
official reference forward curve for the PUN {National Unit Price), internal estimates were made
using models that simulate the forward PUN curve, based on industry best practice.




Interest and exchange rate derivatives
As regards the classification of interest and exchange rate hedges in the financial statement for the
application of hedge accounting, these transactions are tested to check compliance with the
requirements of IAS 39, In particular:

1) Transactions considered hedges for the purposes of IAS 39 can be split into transactions to
hedge future cash flows and transactions to hedge assets or liabilities (fair value hedges). For
transactions involving cash flow hedges, the accrued result is included in gross profit from
operations (caption 13 in the consolidated income statement) when realised, whereas the
prospective value is shown in a specific equity reserve with the contra-entry in assets or
liabilities for derivatives. For transactions involving fair value hedges both the accrued result
and the prospective value are shown in gross profit from operations (caption 13 of the
consolidated income statement).

2) Transactions not considered hedges for the purposes of IAS 39 can be split between:

a) economic hedging: for all hedging transactions that meet the requirements of compliance
with the internal risk policy and procedures and to which the Fair Value Option is
applicable in order to eliminate a valuation mismatch, the accrued result and prospective
value are both included in financial costs; the assets or liabilities being hedged are valued
at fair value through profit and loss, also in financial costs;

b) other transactions: for all other transactions, the accrued result and prospective value are
booked to financial costs.
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Instruments outstanding at September 30, 2007
A) On interest and exchange rates

The following analyses show the outstanding amounts of derivative contracts stipulated and not
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expired at the balance sheet date, by maturity.

{millions of evro}

Notional value

Notional value

Notional
value

maturily within 1 year

maturity in 2 to 5 years

maturily
beyond 5
years

Interest rate risk management

- cash flow hedges as per 1AS 39

36

1,267

- not considered hedges as per 1AS 39

1,354

1610

541

Total derivatives on interest rates

1.590

2,877

543

maturity within year

maturity in 210 5 years

to be received

to be paid

to be received

to be paid

Exchange rate risk management

- considered hedges as per 1AS 39

On commercial (ransactions

319

On financial transactions

- not considered hedges as per 1AS 39

On cammercial transactions

On financial transactions

Total exchange rate derivatives

325

142

Equity risk management

- considered hedges as per [AS 39

- not considered hedges as per IAS 39

29

Total equity derivatives

9




B) On commodities

The following is an analysis of the commodity derivative contracts outstanding at the balance sheet
date for the purpose of managing the risk of fluctuations in the market prices of certain raw materials.

Unit of measurement | National value Notional value | Notional value
of the notional vatue | with maturity with mawrity | with maturity
within one year | within two years{ beyond two
years
Energy preduct price risk management
A. cash flow hedges as per IAS 39, including:
- Electricity TWh
24 . -
- Liquid gas. oil bbl
301,862.5
- Other commaodities million tonnes
0.0
- Exchange rate million dollars
44,0
‘ B. fair value hedges as per IAS 39
|
C. not considered hedges as per IAS 39, including:
C.1 margin hedges
- Elecrriciy TWh
1.8
- Liquid gas, oil bbl
5.000.0 - -
- Coal million tonnes
- Other commodities million tonnes
0.0 -
-Co2 million lonnes
0.4 0.6 0.9
- Exchange rate {forward points) million dollars
80.0
C.2 trading transactions
- Electricity TWh
0l -
- Liquid gas, oil bbl
- Other commodities million tonnes
0.0
- Exchange rate {forward points} million dollars
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The following is an analysis of the effects on the balance sheet and income statement of derivatives

management.

Effects in the balance sheet

{in millions of euro)

ASSETS
A) NON-CURRENT ASSETS

A6) Non-current derivatives

B) CURRENT ASSETS 98
B1} Inventories .
B3) Current derivatives 98
Bé6) Cash and cash equivalents -
TOTAL ASSETS 98
E) LIABILITIES
E1) NON-CURRENT LIABILITIES 3
E1- 1) Medium/long-term financial liabilities 3
- Amounts due to banks -
- Derivatives 3
E2) CURRENT LIABILITIES 58
E2- 3) Short-term financial liabilities 58
- Amounts due to banks -
- Derivatives 58
TOTAL LIABILITIES 61




The following table includes an analysis of the economic results for the period relating to the
management of derivatives at September 30, 2007. “Operating costs” include, as a direct adjustment
to the related item, the effects of the effective part, as defined by IAS 39, of the derivatives used to
hedge exchange risk on commodities, which for the Delmi Group have a negative impact for around

10 million euro.

{in millions of euro) Realised in the period Fair valueon  Changein Amounts
contracts fair value booked to the
outstanding at  during the income
09.30.07 period statement
(A) {B) {C} (D =C-B) (A+D)
1) REVENUES AND OTHER OPERATING INCOME
Energy product price risk management and
commodity exchange risk management
- considered hedges as per I1AS 39 36 1 1 37
- not considered hedges as per [AS 39 18 2 7 5 23
Total (1) 54 2 8 6 60
3) OPERATING COSTS
Energy product price risk management
- considered hedges as per 1AS 39 -12 -5 -5 -17
- not considered hedges as per IAS 39 -6 -2 -2 -6
Total (3 -18 -2 -7 -5 -23
TOTAL BOOKED TO GROSS PROFIT FROM OPERATIONS 36 0 1 | 37
9} OTHER GAINS (LOSSES) FROM DERIVATIVES
Energy product price risk management
- Trading income 1 1 14 13 14
- Trading charges -2 -1 -14 -13 -15
Margin on trading in commodities -1 0 0 0 -1
Interest rate and equity risk management, including:
A. Financial income
- considered hedges as per [AS 39 13 4 1 -3 10
- not considered hedges as per 1AS 39 35 -459((%) -455| (¥) 4 39
Total financial income (A) 48 -455 -454 1 49
B. Financial charges
- considered hedges as per IAS 39 -12 -4 0 -8
. 4
- not considered hedges as per JAS 39 -55 -35 -12 23 -32
Total financial charges (B) -67 -39 -12 27 -40
Margin on interest rate and equity management {A+B} -19 -494 -466 28 9
TOTAL BOOKED TO FINANCIAL COSTS =20 494 -466 28 8

(*) This includes the fair value of the bond loan of AEM S.p.A.
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5) CONCESSIONS

The following table shows the main concessions obtained by the AEM Group:
Expiry

Concessions from to

10 Concessions for hydroelectric plants. 2007 2043

Concession agreement for the distribution of electricity 2030
stipulated on May 2, 2001 between the Ministry of Industry
and AEM Distribuzione Energia Elettrica S.p.A. (AEM
Elettricita S.p.A.) in the Municipalities of Milan and
Rozzano.

Delegation agreement for management of the public gas and For the same
district heating network services stipulated on 12.3.1996 period as the
between the Municipality of Milan and AEM S.p.A., now in duration of the
the name of AEM Gas S.p.A. Company (¥)
®) Pursuant to the Marzano Decree and, as clarified by the
Note of the Ministry of Productive Activities of 11.10.2005
"Clarifications regarding delegations and concessions for
natural gas distributions as per art. 15 of Decree 164 of
5.23.2000, as amended by art. 1, para. 69, of Law 239 of
8.23.2005", the expiry date of the concession for the gas
distribution service has been brought forward to 12.31.2011.

AEM Gas S.p.A. also has concessions/agreements for management of the gas and heat distribution
service in various municipalities in Northern Italy. AEM S.p.A. holds the concession for the urban
illumination and traffic lights service in the Municipality of Milan, whereas AEM Elettricita S.p.A.
holds concessions in some neighbouring municipalities.

The following information relates to the concessions obtained by the Delmi Group/Edison Group:

Residual life
Number from to
Storage concessions 2 8 18
Hydroelectric concessions 69 2 25
Distribution concessions 62 1 13
Hydrocarbon concessions 81 (*) "unit of production”

(*) depreciation, and hence the residual life of the deposits, is calculated according to the quota extracted as a percentage of available
reserves.

During the period, the Delmi Group was awarded 5 new hydrocarbon exploration licences in
Norway, 4 in Egypt and 1 in Qatar, whereas a distribution concession in Italy was sold.




Information on concessions of the Ecodeco Group is reported below:

Number Residual life
from
from o
Agreements on solid urban waste ("SUW")* 10 ¥k 18 years**

* agreements can relate to the disposal and treatment of SUW, the construction and running of dumps, dump
management and safety or waste valorization.
** in certain cases, the duration depends on when the dump's volume is filled.

6} UPDATE OF THE DELMI GROUP'S MAIN LEGAL AND TAX DISPUTES STILL
PENDING

"Old scope” of the AEM Group

EC infringement procedure

On June 5, 2002, the European Commission published a decision declaring that the three-year
exemption from income tax (under art. 3.70 of Law 549/95 and art. 66.14 of D.L. 331/1993,
converted into Law 427/93) and the advantages deriving from the loans granted under art. 9-bis of
D.L. 318/1986, converted into Law 488/96) granted to joint-stock companies with a public-sector
majority set up under Law 142/90 was incompatible with EC law as it was considered State aid
which is banned by art. 87.1 of the EC Treaty.

On the other hand, the Commission did not consider the tax exemption on the transfers under art,
3.69 of Law 549/95 as State aid.

This decision was notified on June 7, 2002 to the Italian State, which impugned it before the Court of
Justice.

The decision was subsequently communicated by the Commission to AEM S.p.A., which impugned
it before the Court of first instance of the European Community on September 30, 2002, pursuant to
art. 230.4 of the EC Treaty. Other public-sector companies and Confservizi are also considering
impugning this decision.

In the proceedings taken by AEM S.p.A., on January 6, 2003 the Commission deposited an objection
claiming that it could not accept the appeal. AEM promptly replied before the legal deadline. The
Court set the meeting concerning the objection claiming that it could not accept the appeal by order
dated August 5, 2005.

In February, the Italian State asked the Court of Justice to suspend the case before it to allow the one
before the Court of first instance to go ahead, seeing as all of the main beneficiaries of the aid were
taking part in it. The Court ordered a suspension on June 8, 2005. On March 15, 2006 AEM
deposited a brief in response to the judgement pending before the Court of first instance.

The Italian State did not ask the Court of Justice to suspend execution of the Commission's June 2002
Decision so as not to prejudice the resolution of merit in the event of a refusal. In fact, it is rare for
the Court to concede a stay of execution, above all in matters regarding State aid.

The decision is therefore fully effective and binding on the ltalian State, which is obliged to recover
the aid granted.

The Commission's Decision, on the other hand, does not have any effect on the private sector, nor
does the appeal to the Court of first instance have any impact on it.

On the invitation of the Commission, the ltalian State has activated a recovery procedure, preparing a
questionnaire 1o carry out a survey of joint-stock companies with a public-sector majority that have
benefited from this kind of tax exemption or from loans granted by the Cassa Depositi e Prestiti
during the years under consideration. AEM S.p.A. received from the Municipality of Milan a request
for information on June 14, 2005 and is currently gathering relevant data. It would appear that such
requests form part of a survey to gather relevant information, rather than being binding.
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law, which was approved by the Senate in April 13, 2005 (art. 27, Law 62 of April 18, 2005). The
measure envisages detailed recovery procedures based on ordinary tax rules to adjust any recovery to
the effective existence of recoverable aid (considering the specific circumstances of each position and
bearing in mind any outstanding disputes with the tax autharities). In particular, this measure
envisages certain declarations on the part of the tax-payer and presumes certain official acts
specifying the application methods and guidelines for a correct evaluation of cases of non-
application. The guidelines were then amended to make them more precise by art. 1.133 of Law 266
of March 23, 2006 (Budget Law 2006). AEM S.p.A. has punctually complied with the obligations
that the former municipal utilities have been subjected to as laid down in the recovery regulations and
related implementation instructions. Subsequently, following Italy's condemnation by the Court of
Justice for the delay in recovering the "aid" (Sentence June 1, 2006, lawsuit C - 207/05), with Decree
10 of February 15, 2007 (converted into Law 46 of April 6, 2007), further amendments were made to
the existing recovery procedures. However, these amendments did not entail new obligations for
AEM, as the recovery has been carried out on the basis of the declarations already presented under
the previous regulations, having regard to the aid effectively used.

On October 27, 2005 the Tax Authorities visited the head office of AEM S.p.A. to acquire
documentation to check the correctness of the figures declared in the tax returns presented in
accordance with art. 27 of Law 62.

The visit was merely to ascertain the amount of any taxes that are to be reimbursed, to be followed by
their definitive liquidation. AEM S.p.A. has given the inspectors an ample statement on how the tax
returns were compiled. If all possible forms of legal protection fail, it is reasonable to assume that the
Italian government's efforts to recover this money will take the form of a revocation of the benefits
granted in various ways to different public service sectors, to the extent that the business has
effectively opened up to competition during the period of the measures being contested and hence the
extent to which it may have been distorted.

Talking of which, AEM's appeal explains how the Company operated during the 1996-1999 period,
the one under review by the Commission in sectors that were not opened up to competition, such as
power and gas, for which AEM S.p.A. did not take part in any tender to be entrusted the service.

In light of the uncertainty regarding the outcome of the appeals launched by the Italian State and by
AEM S.p.A., and the ways in which the Commission's Decisions would be applied, the Company
thinks it possible, but not probable, that it risks having to hand back all of the aid received if the
result of the entire appeal procedure turns out to be negative: consequently, no provision has been
made for this matter in any of the financial statements approved up to December 31, 2006. Because
of these same conditions of uncertainty, it is currently impossible to have sufficient objective
elements to make a reasonable estimate of the impact on AEM S.p.A. as a consequence of this
Decision.

It is also worth bearing in mind that the bulk of the earnings disiributed by AEM S.p.A. during this
tax moratorium went to the Municipality of Milan, part of the Public Administration.

AEM S.p.A. did not receive any loans from the Cassa Depositi e Prestiti under the laws mentioned
and during the period considered by the Commission.

On March 30, 2007, the Milan Tax Office notified four assessments, or "communication-injunctions”
under Decree Law 10/2007, relating to the aid alleged to have been used during the periods 1996,
1997, 1998 and 1999.

The sums requested in these assessments come to a total, including interest, of 4.9 million euro and
are based on the Company's own declaration in July 2005, except as regards the derecognition of the
effects of accepting the so-called "tombstone" tax amnesty under Law no. 289/2002; the related
interest has also been calculated.

Based on the provisions of Decree Law 10/2007, the sums thus calculated and not paid have to be
forcibly collected by including them in the tax roll; the rules do not permit any extended payment
terms or suspensions, not even in the case of impugnment.




conversion law and checked that the amounts requeéfed égfée with those originally declared, the
Company decided on April 27, 2007 to pay.

As a result of the above, the amounts paid have been included in the accounts for the period under
“Financial charges” and “Other non-operating costs”.

In any case, the arguments presented by the Company before the European Court of Justice against
the Decision of the EU Commission of June 5, 2002 remain valid; these arguments - together with
those presented by the other former municipal utilities and by the Italian Government - have not yet
been examined in terms of merit. If the actions taken before the European Court of Justice are
successful, the amounts paid by the Company ought to be reimbursed.

Also in this connection, the Company thought it best to appeal against any such decisions in the fiscal
courts.

Amendments to the articles of association approved by the Extraordinary Shareholders' Meeting held
on April 29, 2004

The Extraordinary Shareholders' Meeting held on April 29, 2004, the minutes of which were
regularly filed with the Companies Register on May 27, 2004, adopted a series of amendments to the
articles of association in order to adjust them to the new regulations introduced by the Company Law
Reform and the new rules for the composition of the Board of Directors; this was also in connection
with the decision taken by the Municipality of Milan to place a further tranche of AEM S.p.A. shares
up to a maximum of 17.6% of the share capital. In May 2004, two appeals were filed with the
Lombardy TAR to obtain first the suspension and then cancellation of the resolutions of the Milan
City Council, both concerning the "Sale of part of the AEM S.p.A. shares held by the Municipality of
Milan". Accelerated offer for sale "Issue of a bond loan convertible into shares of AEM S.p.A.” as
well as “Amendments to the Articles of Association of AEM S.p.A. Applicable immediately”. In
June 2004, the Lombardy TAR accepted the requests for an injunction to suspend the resolution of
the Municipality of Milan in connection with the new mechanism for appointing AEM Directors,
scheduling the merit discussion hearing on September 29, 2004. An appeal against the TAR's
injunction was then filed with the Council of State, which by sentences 6748 and 6749 of August 10,
2004 cancelled the Lombardy TAR's injunctions, giving as their reason the merit of the appeal and
taking the view that the amendments to the articles of association proposed by the Municipality of
Milan were not in contrast with EC and Italian rules and that the procedure of privatisation chosen by
the Municipality of Milan was also legitimate.

On September 29, 2004, the TAR, “not issuing a definitive sentence”, suspended the previous
judgements, raising a question of interpretation under art. 234 of the EU Treaty before the European
Court of Justice. In reference orders 174-175/04 (with the same contents), the TAR asked the EC
Court to gives its interpretation, essentially, of the compatibility of art. 2449 of the Italian Civil Code
with art. 56 of the EU Treaty, also in consideration of the application made in this particular case in
the context of art. 16 of the articles of association of AEM S.p.A. (i.e. together with a voting list), On
January 18, 2005, the President of the European Court of Justice issued an order combining
proceedings nos. C-463/04 and C-464/04, both of which concern the Lombardy TAR's request to the
Court for its preliminary ruling.

On August 4, 2005 the defence counsel for the Municipality of Milan applied to the European Court
of Justice for the oral phase of the proceeding to begin.

The hearing was held in front of the European Court of Justice on June 29, 2006. The Advocate
General of the Court presented his conclusions on September 7, 2006, suggesting to the Court to
resolve the questions raised by the Lombardy TAR as follows: “Art. 56 CE is in contrast with a
national rule that allows a public entity with shareholdings, in this case, of 33.4% of the capital of an
enterprise that has been privatised to retain the power to appoint an absolute majority of the
members of the Board of Directors.” The Court is expected to pass judgement soon.
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With writ served on August 5, 2005, Dario Trevisan, the owner of 1,000 shares, acting on his own
behalf as a shareholder and as defence counsel, sued AEM S.p.A. before the Milan Court, asking for
the resolution of the extraordinary shareholders' meeting of April 29, 2004 to be declared null and
void and/or invalid and/or ineffective in the part in which it amends article 17 of the articles of
association (numbering changed to article 16} for violation of the EC Treaty; the same applies to
Decree Law 332/94 of the resolution of the ordinary shareholders' meeting of April 29, 2005 in the
part that deals with the nomination and election of the directors and statutory auditors, as well as of
all of the deeds relating to execution of these resolutions. The writ also asks for AEM S.p.A. to be
sentenced to pay compensation of the damages suffered by the plaintiff and, on a preliminary basis, if
considered necessary and after suspending judgement, to submit to the European Court of Justice the
question whether art. 2449 of the Italian Civil Code together with art. 2.d) of Decree Law 332/94 can
be considered in compliance with arts. 43 and 56 of the EC Treaty.

Subsequently, with a statement transmitted on December 30, 2005, Mr Trevisan declared that he had
asked, in primis, for the annulment of the AEM S.p.A. resolutions that he had impugned (i.e. the
resolution passed at the Extraordinary Shareholders' Meeting in April 2004 and the subsequent
resolution by the Ordinary Shareholders' Meeting in April 2005, which implemented the first), and,
in secondis, an action to ascertain the non-compliance of the 2005 resolution with the law, from
which derived the request for compensation. As for the requests for invalidity and ineffectiveness,
according to the plaintiff's premises, there are "ancillary and consequent to the action for nullity,
without this involving any change in the petitum or proposition of a new or different request to the
one for nullity"”.

With submissions dated November 14, 2005 and March 15, 2006, AEM S.p.A. asked for the
plaintiff's requests to be rejected. This on the basis of a series of defence arguments, including above
all total compliance with internal law on the part of the resolution passed in 2004 and full respect of
art. 2 of Decree Law 332/94 on the part of AEM.

Mr. Trevisan has not replicated further and with a request notified to AEM on May 12, 2006 he has
asked for a date to be set to discuss the matter before a full court.

Having read this request, the reporting judge summoned the parties to the hearing scheduled for
September 18, 2006 to hear them as regards the regularity of the procedure for setting a date for the
hearing on January 31, 2007, reserving judgement as to the outcome. This reservation has still not
been lifted, nor has a new hearing been scheduled.

AEM-ACEA S.p.A.

With writ served on August 1, 2006, ACEA S.p.A. summoned EDF (Electricité de France S8.A.) and
AEM Milano S.p.A. to appear before the Rome Court on March 15, 2007 to ascertain whether AEM
and EDF (and/or their subsidiaries) had exceeded the maximum limit of 30% set by DPCM (Prime
Minister's Decree) of November 8, 2000 for public entities' participation in the share capital of the
GenCo “Eurogen” (subsequently merged and now “Edipower”), thereby carrying out an illicit act
that could be considered unfair competition vis-a-vis ACEA, which complied with the said limit in its
participation in the share capital of the GenCo “Interpower”. Once this had been ascertained, ACEA
asked for AEM and EDF to be sentenced (a) to pay compensation for the damages suffered by ACEA
as a result of the unfair competition on the part of EDF and AEM, and (b) to sell their participations
in Edipower so as to reduce them to the maximum limit of 30%. Lastly, ACEA asked for AEM and
EDF to be prevented from withdrawing and/or using the electricity in excess of the permitied 30%
limit and for the sentence to be published in the main lialian daily newspapers.

The plaintiff has also summoned the following companies: WGRM Holding S.p.A., Delmi S.p.A.,
Edipower S.p.A., Edison S.p.A., AEM Torino S.p.A., ATEL,, Transalpina di Energia S.r.l. and
Italenergia Bis S.p.A., though without posing any specific questions to them.

In the summons, ACEA submitted that — in implementation of the “Bersani Decree” — Enel had to
transfer around 15,000 MW of its own installed power to three distinct GenCo's set up specifically
for this purpose. These three GenCos are called “Eurogen” (now Edipower), “Elettrogen” and
“Interpower”. The DPCM of November 8, 2000 subsequently laid down that for a period of 5 years,
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In March 2002, Eurogen, i.e. the second GenCo, was bought — continues ACEA — by the Edipower
consortium, made up among others by AEM and Edison S.p.A., and after its merger with Edipower,
it took on the name “Edipower”.

According to ACEA, in the case of Edipower the maximum limit of 30% had been amply exceeded
by AEM and EDF, both entities that - in ACEA's opinion - should be considered "public" as EDF is
wholly owned by the French State and AEM is controlled by the Municipality of Milan. According to
ACEA, the share capital of Edipower suffers from the interference of an overall public shareholding
on the part of AEM and EDF, also through their joint control of Edison S.p.A., in excess of the
maximum limit of 30% established by the DPCM of November 8, 2000. This situation — ACEA adds
— was also pointed out by the Competition Authority, which issued a report on the matter in
accordance with arts. 21 and 22 of Law 287/1990 on July 7, 2006.

Having said this, ACEA also made the point that AEM and EDF were its competitors, operating in
the same electricity market, emphasising that the fact that AEM and EDF had exceeded the 30% limit
for holdings in GenCos, also through Edison S.p.A., gave them an illicit competitive advantage over
ACEA, which, being controlled by the Municipality of Rome, had always complied with its
obligations under the DPCM of November 8, 2000, including that regarding participations in another
GenCo. This competitive advantage, which derives from the fact that it has a higher market share
than the law permits, was the result of conduct on the part of AEM and EDF which - in ACEA's
opinion - qualified as unfair competition in accordance with art. 2598.3 of the Italian Civil Code or,
in any case, as an illicit act according to art. 2043 of the Italian Civil Code.

Lastly, ACEA preannounced, but for the moment has not proposed, requests to the Court for suitable
measures to anticipate the effects of the future sentence,

In an autonomous intervention during the court case, Endesa Italia S.p.A. substantially reiterated the
plaintiff's questions to the defendants. However, Endesa’s intervention statement, which was filed at
the Milan Court in January 2007, has still not been communicated or notified to the defendants.

On May 4, 2007, the defendants AEM and EDF decided to take legal action together with some of
the other companies mentioned above as co-defendants.

In particular, AEM defended itself with the following objections and arguments:

To start with, AEM raised two objections regarding the jurisdiction and territorial incompetence of
the Rome Court.

In this regard, AEM maintained above all the lack of foundation of the plaintiff's argument,
according to which AEM allegedly had a stake in a GenCo's capital of more than 30%, thereby
exceeding the threshold established by the DPCM of November 8, 2000 (the “DPCM”). This
argument does not correspond to the truth because AEM maintained its 16% interest, and this
circumstance was not altered by its indirect investment in Edison, which is a total separate legal
entity from AEM.

AEM then affirmed that it was impossible to even imagine a violation of the DPCM by AEM, as this
decree is not legislative or regulatory in character. Given that the DPCM is merely an administrative
deed, not a legislative one, this explains the effects and provisions that are only binding on its
specific target, namely the subject responsible for disposing of the GenCos (Enel) and not on any of
the other entities taking part in the disposal procedure. The Edipower consortium and, in turn, its
shareholders took on contractual obligations vis-a-vis Enel (and the Ministry) and only them; but this
cannot give rise 10 a violation of the DPCM, so there cannot be grounds for claims on the part of third
parties against AEM regarding the provisions of the decree.

AEM did not commit any violation of the competition rules, nor any breach of contract as per art.
2043 of the lalian Civil Code as the deed being contested by the plaintiff (indirect acquisition of an
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Stock Exchange at the current market price in accordance with sector regulations. This deed does not
in any case constitute an illicit act again the competition rules, also because it did not give rise to a
competitive advantage for AEM, nor to a competitive disadvantage for ACEA. In particular, AEM
has contested the plaintiff's arguments, maintaining that the change in Edison's shareholder structure
did not in any way translate into a real competitive advantage, nor did it entail any change in its
availability of energy resources deriving from the plants of the GenCo Edipower. In fact, AEM
currently has the same energy availability, in terms of both production and sales, that it had at the
time that it joined the Edipower consortium, so it is totally wrong to talk about competitive
imbalance caused by the indirect acquisition of the investment in Edison,

As regards the alleged damages suffered by ACEA, for which ACEA has claimed compensation, it
turns out that the damage to its equity which the plaintiff claims to have suffered cannot be attributed
to AEM even in the abstract, as what the plaintiff is complaining about in the end of the day is that it
cannot have higher stakes in the GenCos; but it cannot accuse AEM for this, given that it has no
responsibility whatsoever for this situation. The truth is that the plaintiff is now claiming,
illegitimately, to pass on to its competitors, AEM and EDF, the allegedly damaging effects of the
provisions contained in the DPCM. In any case, the items of damage mentioned by the counterparty
are obviously vague and without any element of proof to back them up.

Lastly, AEM has contested ACEA request to condemn EDF and AEM to sell their investments to
reduce them in total to under the 30% threshold and to prevent AEM and EDF from withdrawing
and/or using the electricity in excess of the permitted 30% limit; these requests are to be considered
null and void as the object is excessively generic and vague; in any case, they are inadmissible as five
years have nearly passed from the date of disposal of the GenCo, five years being the period that the
DPCM applied the 30% limit. Once this five year period is over, no illicit situation can exist, which
means that the case can only revolve around a question of compensation for damages.

As for Endesa’s intervention, AEM contested that its appearance was contrary to legal procedure and
therefore inadmissible; subordinately, it asked the Judge to grant the terms foreseen in art. 163 bis of
the Code of Civil Procedure to permit an adequate response, adjourning the first hearing. At the first
hearing on May 24, 2007, the Judge allowed the defendants to file a reply to the statement made by
Endesa; AEM filed its reply on October 4, 2007.

Proceedings were then adjourned to be discussed at the hearing on October 24, 2007. After this
hearing, the Judge granted the parties the legal period to deposit their statements in accordance with
183.6 of the Code of Civil Procedure; to be more precise, the Judge granted:
- until November 23, 2007 to file statements only as regards explanations or modifications of
the requests, exceptions and conclusions already proposed;
- until December 24, 2007 to reply to new or amended questions or exceptions by the other
parties, and for an indication of the evidence and other documents produced,;
- until January 12, 2008 for indications of counter-evidence.
The Judge then scheduled the next hearing for June 26, 2008.

AEM-ATEL S.A.

AEM, which holds 5.7% of ATEL S.A., opposed the obligatory takeover bid launched by the
Consortium {(of which EDF and EOSH are members, among others), which had bought a controlling
interest in Motor Columbus, which in turn controls Atel; this bid was structured as an offer to
exchange shares with which it had been proposed to the minority shareholders of Atel, AEM
included, to subscribe new shares in Motor Columbus immediately after it had absorbed Atel. On
May 3, 2006, the Federal Bank Commission declared that the Consortium's offer did not comply with
Swiss law, as it jeopardised the rights of the minority shareholders. Following this pronouncement,
the Consortium then launched another public share exchange offer that took account of the Federal
Bank Commission's observations; in particular, it no longer envisaged the reverse merger between




share exchange offer, thereby forcing the shareholders of Atel that took up the offer to remain
shareholders of Atel. AEM also opposed the Consortium's new public share exchange offer as it was
felt that it still jeopardised the rights of Atel's minority shareholders. On July 4, 2006, the Federal
Bank Commission considered the Consortium's new offer in accordance with Swiss law. AEM
impugned the decision of the Federal Bank Commission by appealing to the Federal Court, filing a
request on September 4, 2006 that asked for the Consortium's public share exchange offer to be
declared not in accordance with Swiss law and that the Federal Bank Commission's decision of July
4, 2006 should be cancelled. The Federal Court rejected the appeal filed by AEM with a judgement
communicated to the parties on March 20, 2007. The Federal Court did not go into the merit of the
appeal, nor did it express any opinion on the principal complaint made by AEM; namely, that the
public share exchange offer made by the Consortium did not comply with the legal requirements of
Swiss law in cases of obligatory takeover bids. In fact, the Federal Court refused the appeal insofar as
AEM, as a minority shareholder of ATEL, did not have the right to appeal to the Federal Bank
Commission, far less to the Federal Court. This exception, which had already been raised by ATEL
before the Federal Bank Commission, had been rejected by the Commission, which stated that, unlike
what was subsequently established by the Federal Court, AEM did have the right to take part in
administrative proceedings.

ENEL v AEM

With a writ served in 2001, ENEL requested annulment of the decision made by the Board of
Arbitrators appointed in accordance with Decree 79 of March 16, 1999 (the so-called "Bersani
Decree"), which set at Lire 820 billion the price to be paid to ENEL for the sale to AEM Elettricita of
the power distribution business in Milan and Rozzano. AEM asked for ENEL's request to be rejected,
as the arbitrators' decision could not be considered manifestly unfair or erroneous in accordance with
art. 1349 of the Italian Civil Code. Moreover, AEM in turn filed a reconventional claim asking for
ENEL to be sentenced to pay compensation for the damages caused by the delay with which ENEL
implemented the sale of the business as imposed by the law.

In AEM's opinion, the judge would only be able to change the arbitrators' decision if it appeared to be
"mantifestly unfair or erroneous”, as confirmed by an expert witness's report which the judge has
ordered.

The Court-appointed expert witness carried out a laborious review of the situation, making numerous
adjustments, and in the end of the day established a figure of 66 million euro as the higher value of
the business, net of the damages that the witness recommended should be awarded to AEM,
However, even on the basis of the expert witness's report, the differences between the two estimates -
that of the arbitrators and that of the expert witness appointed by the Court - do not appear to be
attributable either to unfairness or to errors, but rather solely to different valuation methods used in a
field where the room for technical discretion tends to be very wide.

As regards the merit suit, at present, after numerous adjournments, a hearing has been rescheduled
for November 9, 2007 when the judge will announce his conclusions; then, from that date, there will
be a period of 60 days for the parties to exchange conclusive statements and a further 20 days for
replies to be exchanged. The case is likely to be decided during the first half of 2008.

Even if the expert witness's report is not in AEM's favour, the final outcome of the lawsuit cannot be
foreseen with any degree of reliability, whether because the judge could choose to disregard the
expert witness's conclusions, or because of the objective complexity, both in fact and in law, of the
questions that have to be resolved before ENEL's and/or AEM's requests can be considered.
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Delmi Group

The Delmi S.p.A. does not have any legal or tax disputes still pending.

As regards Transalpina di Energia S.r.l., there are no updates compared with the situation at
December 31, 2006; the company has the following legal disputes outstanding, which have not given
rise to risk provisions in the financial statements.

On 7 May 2006, Transalpina di Energia received notification of a summons from Camuna di
Partecipazioni S.p.A. (formerly Carlo Tassara S.p.A.) with which the latter called as defendants
before the Milan Court: Transalpina di Energia, EDF, ltalenergia bis Spa (IEB) and their directors.
Tassara maintains that EDF is in breach of contract with regard to the commitment that it took to buy
back the warrants issued by 1EB and purchased in 2002 by Tassara, at an agreed price of 20,404,441
euro. Tassara is therefore asking the Court to condemn EDF to pay the price mentioned above, or,
subordinately, to accept its right to be reimbursed for the damage caused by IEB selling its
investment in Edison and the Edison warrants to Transalpina di Energia at a price that Tassara
considers too low, or, subordinately, to declare the sale null and void because of the prior purchase of
the 1EB warrants by Tassara, or, subordinately again, to ascertain the nullity of the sale of the
controlling interest in Edison and of the Edison warrants by IEB to Transalpina.

The Company has prepared its defence case; the hearing before the Milan Court has been scheduled
for November 7, 2007.

The Company also has litigation pending with ACEA. Details are provided in the half-yearly report
as there have not been any changes during the quarter.

A) Edison S.p.A.

Plant at Verbania - Criminal proceedings for injuries stemming from exposure to asbestos powder
The Public Prosecutor's Office at the Verbania Court began an investigation against certain former
directors and managers of Montefibre S.p.A. in connection with the death or illness of workers
allegedly caused by their exposure to various forms of asbestos at the Verbania plant previously
owned by Montedison (now Edison). The new investigations follow a sentence condemning three
former directors and managers of Montefibre for culpable homicide issued by the Verbania Court,
against which the Company has already appealed to the Turin Court of Appeal.

B) Other Group companies

Multiutility/Edison Energia

Multiutility S.p.A. has sued Edison Energia S.p.A. complaining about numerous breaches of contract
in the various contractual relationships between the two companies for the wholesale provision of
electricity during the period 2004-2006. The main point of contention is the alleged nullity of a
settlement between Multiutility and Edison Energia regarding such relationships and the
determination of energy prices in application or as an exception to certain resolutions of the
Authority for Electricity and Gas, subsequently impugned before the Lombardy Regional
Administrative Tribunal. The company is examining the papers to decide on the most appropriate
defence.

* % %k

As regards the state of the main lawsuits relating to events referring to the past, where there is a
potential liability, but the outlay is impossible to estimate based on the information currently
available, we would mention the following:

A) Edison S.p.A.

Pagnan/Edison

By means of a third party writ, Pagnan S.p.A., defendant in a lawsuit initiated by the Environment
and Infrastructure Ministries for alleged environmental damage caused in the South Darsena Canal




summoned Edison before the Venice Court. The papers are currently being examined in
consideration of a settlement regarding the Porto Marghera area that has taken part in the meantime
between the President of the Council of Ministers and Edison.

B) Other Group companies

Montedison Srl — The Bussi sul Tirino (Pe) Area

As regards the preliminary investigations commenced by the public prosecutor's office of Pescara
relating to an accusation of poisoning the waters and causing an environmental disaster in the Bussi
sul Tirino basin, in which there has been industrial activity for more than a century, most recently
carried on by Ausimont S.p.A., sold in 2002 to Solvay Solexis S.p.A. (a subsidiary of Solvay SA).
The plot of land on the outskirts of the plant owned by Montedison S.r.1., where a substantial quantity
of industrial waste was found, is still under confiscation. Specifically in relation to the state of
contamination of this plot of land, the President of the Council of Ministers, with an ordnance dated
October 4, 2007, appointed a Commissioner to carry out urgent interventions to identify the area,
render it safe and restore it.

* kK K K
Developments in the main tax disputes during the year were as follows:

Former Edison S.p.A. - Direct taxes for the years 1994-1999

In March 2007, the Regional Tax Commission confirmed the favourable decision of the Provincial
Commission, cancelling the IRPEG and ILOR assessments issued for 1995 and 1996.

The appeal proposed by the Tax Authorities against the favourable decision issued by the Provincial
Tax Commission in connection with the IRPEG and ILOR assessment for 1997 has not yet been
heard.

Edison 8.p.A. assessment for 2002 following a tax audit

The appeal against the assessments issued following a tax audit on 2002, which was heard in
November 2006 before the Provincial Tax Commission of Milan, was substantially accepted and the
assessment completely cancelled, except for an add-back of 26 thousand euro to taxable income.

EDF Energia Italia S.r.l. - Customs VAT assessment for 2001, 2002 and 2003

The company appealed to the Provincial Tax Commission of Milan against the VAT assessment
received last December for the years 2001, 2002 and 2003, asking for it to be cancelled. The
discussion before the Provincial Tax Commissions will take place in October.

A similar recourse has been proposed against the fine notified in May 2007 in connection with this
same matter.

Moreover, any costs that derive from these assessments would in any case be covered by specific
contractual guarantees given by the selling company, EDF Intemational SA, at the time of the
acquisition of the investment in EDF Energia Italia, which entirely protect the Company.
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Attachments to the notes to the consolidated financial statements
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RESULTS SECTOR BY SECTOR

In order to provide better disclosure on the business segments in which the AEM Group operates,
which are represented according to the "chain" to which they belong.

Electricity

This includes the production and sale of electricity on the free market, as well as the activities involved
in the wholesale trading of power.

Gas and Heat

This refers to the production and purchase of gas and those related to its subsequent sale on the market
or its use in the Group's thermoelectric power stations. The sector also includes the production and sale
of heat in the form of district heating and heat management services.

Networks and Regulated Markets

This includes electricity distribution, the sale of electricity to the captive market, and the gas storage
and distribution activities.

Waste & Power

This includes the activities relating to the building, running and transfer to other territorial operators of
integrated systems for the disposal of waste by valorising material and energy.

Services

In addition to the previous areas of business, there is also the Corporate sector, which includes the
activities of strategy, governance and control of the industrial operations and the centralised services
provided to the operating units.

Lastly, the Other Activities area includes the Water Distribution and Treatment activity carried on by
the Edison Group through its joint venture IWH.

The following table summarises the results achieved in the first nine months of 2007 by the business
segments identified in this way, with comparative figures for the corresponding period of the previous
year.




INATIONAL ENERGY SCENARIO

Electricity

In the first nine months of 2007 demand of electricity in Italy amounts to 252.6 TWh, in line with the
corresponding period of the previous year. Load coverage was guaranteed 85.9% by domestic
production (87.7% in the first nine months of 2006) with the remaining 14.1% being covered by
imports (12.3% in the first nine months of 2006).

Compared with the same months of the previous year, the demand trend showed negative growth rates
for the first three months of the year, positive for the next three months, then negative again for the
third quarter, excluding the month of August.

National electricity output came 83.7% from thermoelectric sources, 13.2% from hydroelectric sources
and 3.1% from geothermal and wind power sources.

With respect to the same period of the previous year, there were decreases in output from hydroelectric
(-9.9%) and thermoelectric (-1.6%). On the other hand, there was a 1.3% rise in output from
geothermal sources and a 25% increase in the wind power production.

Overall national output fell (-2.5%) versus 14.5% growth in the foreign balance.

Gas

In first nine months of 2007, consumption of natural gas reached 58.4 billion cubic metres, 4.9% down
on the same period of 2006.

The demand for natural gas showed a reverse trend compared with recent years because of the weather
conditions, which were particularly mild in the first few months of the year.

In fact, demand declined by 16.9% in January, by 8.4% in February, by 10.8% in March and by 4.9%
in April compared with the same months in 2006. After a series of negative changes in the first four
months of the year, monthly domestic consumption showed the first signs of recovery in May and
June. This trend has been confirmed in July (+ 1.9%), August (+ 5.4%) and September (+ 3.3%).

MEASURES TO COPE WITH POTENTIAL GAS EMERGENCIES

On August 30, the Ministry for Economic Development signed a decree that requires gas importers,
from November 5, 2007, to use the entire inward transport capacity assigned to them, with a view to
maximising the availability of gas in preparation for the coming winter. As already foreseen last year,
the decree lays down that any failures to use the available capacity will be considered equivalent to
unauthorised withdrawals from strategic stocks, subject to a fee that the Authority will establish with a
resolution of its own by November 30. The resolution also suspends application of the penalties for
injecting more gas than foreseen into the storage facilities. Lastly, it will be possible to suspend the
obligations envisaged under the decree if the situation justifies such a move.

In September, there was renewed debate about the self-sufficiency and safety of ltaly’s gas system and
about the risks of an emergency during the next thermal year. Measures were therefore adopted to cope
with potential emergency situations. Following the opinion expressed in favour by the Authority with
resolution 211/07, on September 11, the Ministry for Economic Development published a decree that
defined methods of limiting gas consumption.

In particular, the decree provides for two lines of intervention to be implemented in the event of an
emergency: on the one hand, an "effective" contribution, which would grant the possibility of
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obligatory interruptions with a minimum of 24 hours' notice for large industrial consumers and, on a
voluntary basis, for other large consumers linked directly to the transport network. On the other hand,
the decree envisages for all other consumers only an "onerous" contribution towards the mechanism
for limiting consumption. It is up to the Authority to define with a resolution of its own the value of
the incentives for those who suffer interruptions and of the penalties for those who fail to comply.



ELECTRICITY

The Electricity Division includes the production and sale of electricity on the free market and
marketing activities in the wholesale electricity market.

In addition to the activities carried on in this sector by the AEM S.p.A. and by its subsidiaries AEM
Trading S.r.l. and AEM Energia S.p.A., it also includes the AEM Group's portion of the activities
carried on by Edipower S.p.A. and the Electricity sector of the TdE/Edison Group (Delmi Group).

The companies or activities represented by this segment involve:

AEM S.p.A. and its subsidiaries

-

Production Division of AEM S.p.A. This is the division of the Parent Company that looks after
the technical side of the thermoelectric and hydroelectric plants owned by AEM S.p.A. The
dispatching of the energy produced by these power plants has been delegated to the subsidiary
AEM Trading S.r.l. on the basis of specific contracts which govern their respective roles and
responsibilities from an economic and legal point of view. Under these agreements, the Production
Division of AEM S.p.A. took on responsibility for managing the generation facilities from a
technical point of view, guaranteeing the production of electricity on the basis of the dispatching
plans drawn up by AEM Trading S.r.l.. AEM Trading S.r.l., on the other hand, has been delegated
responsibility for buying the fuel needed for thermoelectric production and for selling the
electricity produced on the market.

Electricity Division of AEM Trading S.r.. AEM Trading S.r.l. operates on the wholesale
electricity markets. It is also involved in energy portfolio management for the entire AEM Group.
The company has contracts for use of the production capacity installed at the power plants of AEM
S.p.A. and Edipower S.p.A., for which it directly handles fuel procurement. It operates directly on
the markets organised by Gestore del Mercato S.p.A. (IPEX) and trades in electricity through
bilateral contracts with other operators, and purchases and sells on foreign markets. As part of its
portfolio management activity, AEM Trading S.r.l. is also responsible for meeting AEM Energia
S.p.A.'s electricity and natural gas requirements.

Electricity Division of AEM Energia S.p.A. This company sells electricity to eligible customers.

Companies consolidated on a proportional basis

Edipower S.p.A. This company, which is consolidated 20% on a proportional basis directly by
AEM S.p.A., owns thermoelectric and hydroelectric plants for electricity generation. Edipower
S.p.A. has signed agreements with the operating partners for the dispatching of the electricity
produced by its own plants. Under these contracts, the company exclusively looks after the
technical side of the plants, guaranteeing production on the basis of dispatching plans agreed with
the operating partners. For AEM, these agreements were signed by AEM Trading S.r.l.

Electricity Division of the TdE Group/Edison (Delmi Group). The results of the TdE/Edison
Group's Electricity Division have been proportionally consolidated at 50%. They include the
electricity production and sale activities carried on by Edison S.p.A. and its subsidiaries, and the
results of Edipower S.p.A., proportionally consolidated at 50% by Edison S.p.A.
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Regulatory and tariff framework

PRODUCTION DIVISION

Emissions trading

In accordance with EU Directive 2003/87/CE, the Member States have to take steps to ensure that no
plant that involves CO; emissions is still in operation from January 1, 2005 onwards, unless the
manager has an authorisation from the competent authority that contains an obligation to return rights
or quotas for issuing a metric ton of CO; to the extent that such emissions are effectively released into
the atmosphere during each calendar year.

The incorporation of Directives 2003/87/EC and 2004/101/EC only took place with Decree 216 of
April 4, 2006 after the EU Commission had penalised Italy for being overdue.

On February 23, 2006 the European Union officially approved Italy's National Plan for the assignment
of CO; emission quotas for the period 2005-2007, so-called Phase 1. As a result, the Environment
Ministry issued a decree on the "Assignment and release of CO; quotas for the period 2005-2007" by
sector and by plant, which regulates the transfer, restitution and cancellation of the quotas.

In the first half of December 2006, the technicians of the Environment and Economic Development
Ministries finalised the National Emissions Allocation Plan for the period 2008-2012, the so-called
Phase II.

On May 15, 2007, the European Commission accepted Italy's National Plan for Phase 1I, on condition
that changes are made to it, including a reduction in the total quantity of emission quotas proposed.
The authorised annual assignment of emission quotas amounts to 195.8 million tonnes of CO;, 6.3%
less than what Italy proposed, whereas the use of so-called “flexible mechanisms” (CERs-ERUs) will
not be able to exceed 14.99% of the quantity assigned.

Following this decision, the National Committee for the management and implementation of Directive
2003/87/CE approved resolution 25/2007, which specifies the field of application of Legislative
Decree no. 216/2006 for the period 2008-2012 in accordance with the requirements of the European
Commission decided on May 15, 2007. The various Ministries are now expected to formalise the Plan
for assignment of the issue quotas for the five years from 2008 to 2012 resulting from the
Commission's request for amendments.

Green certificates

Pursuant to art. 11 of Decree 79/99, as amended by art. 4 para. 1 of Decree 387/2003, all entities that
produce or import energy into ltaly have to inject into the network a certain percentage of energy from
renewable sources calculated on the basis of the energy produced and imported during the previous
year. This obligation can also be satisfied by March 31 of the following year by trading Green
Certificates issued for energy produced by plants using renewable sources that have been certified
IAFR by GSE.

GSE can also issue Green Certificates to itself (for the energy produced by CIP6 plants and sold on the
market) to allow operators to meet their obligations.




Provisions concerning CIP 6 energy

After consultation, with resolution 249/06 the Authority updated the CEC (avoided fuel cost)
component of the selling price of energy produced by piants that operate under the CIP 6/92 regime, as
an advance for 2007. In particular, the Authority has said that the CEC ought to reflect market prices
for natural gas in Italy as much as possible.

The final update of the CEC component for 2007 will be dealt with in a later provision.

With a series of sentences issued on May 9, 2007, the Lombardy TAR also accepted the appeals
lodged by various companies against resolution 249/06, ordering its cancellation.

As a result of this decision, at the end of September the Electricity Sector Equalisation Fund published
on its own website the selling prices of electricity produced by CIP6 plants, calculated according to the
methods laid down in resolution 81/99, which are higher than those foreseen in the Authority's
decision which was cancelled by the TAR. This means that producers can now bill the difference
between these prices and those applied under resolution 249/06. It has to be said, though, that the
litigation regarding these prices, which has seen the Authority appealing to the Council of State against
the TAR's sentence, is still pending.

Incentives for photovoltaic systems

Implementing the provisions contained in the ministerial decrees of July 28, 2005, February 6, 2006
and February 19, 2007 on incentives for the production of electricity by means of photovoltaic
conversion of solar power, with provisions 188/05 and 90/07 the Authority regulated how GSE is to
pay the energy account incentives to owners of FV systems in proportion to the energy that they
produce. With resolution 90/07 the Authority defined the rules which will allow the start-up of the new
energy account that provides incentives for electricity produced by FV systems.

TRADING OF ELECTRICITY

Dispatching

From May 1, 2007, the conditions for the provision of the electricity dispatching service were laid
down in resolution 111/2006, which replaces resolution 168/03, in order to permit the development of
forward trading in electricity,

With measure 122/07 the Authority resolved to make available to Terna for dispatching some
additional interruptible resources compared with those already assigned for 2007 with the previous
measure. This was to help it meet the need in 2007 and subsequent years for 1000 MW of instantly
interruptible resources, in addition to those already guaranteed by AEEG with resolution 289/06, given
the critical state of the power system and the weather forecasts for the summer,

With resolution 130/07 the Authority approves Temna's proposal for technical, economic and
procedural methods to conclude forward contracts for the procurement of dispatching resources
pursuant to art. 60.6, of resolution. 111/06.

The proposal is approved providing Terna brings certain aspects of the methods defined into line with
the criteria laid down for this purpose in Art. 60.2 of measure no. 111/06.

In particular, AEEG mentions two objectives: minimising the costs and maximising the income
deriving from the procurement of dispatching resources, and offering a transparent signal of the
economic value of the resources needed for the power system, differentiating it on the basis of the
different performances that each resource renders to the system.
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With resolution 184/07, the Authority also decided to grant Terna the possibility of stipulating forward
contracts for the supply of electricity with entities that have available energy imported from abroad to
procure resources for the dispatching service in accordance with the principles of transparency,
neutrality and non-discrimination, to permit continuity of service at times when the national system is
subject to critical conditions.

With resolution 314/06 (confirmed for the whole 2007 with resolution 73/07), the Authority continued
its gradual approach to the method of calculating the effective balancing fees for non-relevant
consumption units foreseen once the sysiem is up to speed by article 32 of resolution 168/03, reducing
for 2007 the threshold under which mismatches are valued at the market price of the day before (PUN)
from 7% to 3%.

With resolution 175/07 the Authority amended and integrated the provisions of Attachment A to
resolution 48/04, which remained valid following the introduction of resolution 168/03 only for this
section, concerning the adequacy of the production capacity of the national power system.

These instructions were adopted in implementation of art. 5 of Decree 379/03, which established that
the Authority was to define the remuneration of this capacity for a transitional period starting on
March 1, 2004 and ending on the date that the new system was fully up and running.

With resolution 175/07, the Authority also confirmed for 2007 the transitional mechanism applied in
previous years.

The functioning of the Power Exchange

On April 1, 2004 the halian Electricity Market (or “Power Exchange") became definitively operative.
The active participation in the Power Exchange on the part of buyers was possible from January 1,
2005.

The Power Exchange, which is organised and run by Gestore del Mercato Elettrico S.p.A. (“GME”}, is
a non-obligatory market: taking part in market sessions {the “day-ahead market" and the “adjustment
market") is voluntary, as producers can sell power through physical bilateral contract stipulated outside
the Exchange.

The only constraint on participation, which affects all plants (both those that direct their output to the
Power Exchange and those that have stipulated bilateral contracts), concerns the market for
dispatching services; participation in this market is obligatory for production units that are authorised
to provide dispatching services (whether planned or in real time, i.e. when executing balancing orders
on the request of Terna).



Provisions concerning imports

With resolution 288/06, in implementation of the decree issued by the Minister of Economic
Development on December 15, 2006, the Authority established the methods and conditions for the
management of import and export congestion on the interconnection network with other countries for
2007.

The measure adopted by the Authority for 2007 envisages that the assignment of transport capacity
will be performed by joint procedures on the part of the network managers concerned for all frontiers
between countries belonging to the European Union (with the exception of Switzerland and Slovenia).
The allocation mechanism chosen is that of explicit auctions that are held on an annual, monthly and
daily basis; the portion of the auction proceeds that are paid to Terna goes to the complete benefit of
the Italian end-customers (in terms of lower dispatching charges) in proportion to the amounts
consumed, which is in line with the Regulations 1228/2003EC of the European Parliament and
Council. :

The decree of December 15, 2006 confirms the provisions of the decree issued on December 23, 2005
by Ministry of Productive Activities for selling electricity imported by ENEL S.p.A. to Acquirente
Unico S.p.A. under long-term contracts (66 euro/MWh), even if it foresees an update of the price
based on the price index as per art. 5 of the MPA Decree of December 19 2003. Note, however, that
the capacity reserve has been maintained only for the long-term contract for imports from Switzerland
(600 MW), whereas no reserve was granted for the contract with France.

On December 27 and 28, 2006 the Sole Buyer published the results of the import auctions for 2007,

With resolution 193/07, the Authority adopted provisions for the period September - December 2007
concerning the management of import and export congestion on the interconnection network with
Slovenia.

The Authority expects that the allocation of the capacity available on the Slovenian border for this
period will take place by means of a joint assignment based on the rules agreed between Terna and the
Slovenian network manager.

Provisions concerning sales to the Sole Buyer of energy destined for the captive market and the
assignment of CCC

As regards the base load and peak load CCC allocations (hedging against the risk of volatility of the
fee for allocation of transport capacity) for 2007, AEM Trading was assigned base load CCC on both
an anaual and a monthly basis for the North and Sicily zones, and peak load for the North zones.

AEM Trading also takes part in Terna's tenders for the assignment of CCCs on a monthly basis,

In November and December 2006, the Sole Buyer held auctions for the stipulation of electricity
trading contracts and of two-way base load differential contracts for 2007. AEM Trading was assigned
1 MW at the auction held on November 30, 2006.

Article 10.3 of EC Law 2006 — Law 13 of February 6, 2007, makes it possible to take out derivative
contracts on hydroelectric power in cases where the counterparties are both market operators. This
activity is therefore no longer restricted to financial intermediaries. The rule has also been maintained
that trading has to take place on regulated markets.

At the meeting held on August 30, the Council of Ministers approved the decree that introduces into
Italian law the Market in Financial Instruments Directive - MIFID (Directive 2004/39/CE); as regards
energy derivatives, it gives supervisory duties to both CONSOB and the Authority for Electricity and
Gas, outlining their respective areas of responsibility,
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Other measures

With resolution 191/07, the Authority closed the formal investigation of AEM Trading commenced
with resolution 186/06, which involved a potential fine for violation of art. 4.7 of resolution 50/05 on
the communication by market operators to GME (Gestore del Mercato Elettrico, the Manager of the
Power Exchange) of the information needed for GME to evaluate whether there is a relationship of
control or association between operators. The Authority concluded that it had not found any element
suggesting that AEM Trading was at fauit and therefore did not inflict any fine.

SALE OF ELECTRICITY

With a view to guaranteeing broader awareness of the range of sellers on the part of customers with
lower negotiating leverage, the Authority created a list of sellers that serve or intend to serve low
voltage end-customers on the free market. This was done with resolution 134/07, applicable from July
1.

Being on the list, which seliers can do voluntarily, certifies that they have the requisites, i.e. corporate
status with a certain financial capacity and capital solidity.

Measures regarding the allocation of CIP 6 electricity to the market

As regards the allocation of CIP 6 electricity for 2007, with a decree of December 14, 2006 the
Ministry of Productive Activities established an allocation price of 64 euro/MWh for the first quarter
of 2007; this price was then updated during the year in accordance with the instructions issued by the
Authority for Electricity and Gas depending on the quarterly changes in the price index as per art. 5 of
the Ministry of Productive Activities's decree of December 19, 2003.

With resolution 82/07 the Authority decided on how these adjustments were to be made, linking the
selling price trend to the average PUN calculated on a quarterly basis, with reference to the last quarter
of 2006 and the quarter of 2007 prior to the update period.

With a communiqué on December 15, 2006, GSE announced that the total quantity of electricity to be
assigned for 2007 amounted to 5,400 MW, of which 35% is reserved for the Sole Buyer, while the rest
is to be assigned to free market customers.



Quantitative data

3rd Qur.
3rd Qer. 07 06 GWh 09.30.07  09.30.06 Change % 07/06
SOURCES
AEM
2,505 2,497 Net production 7,165 7.554 (389) -5.1%
836 848 . Thermoelectric 2,440 2,518 (78) -3.1%
457 483 . Hydroelectric 1,197 1,258 (61) -4.8%
1.212 1,166 . From Edipower plants 3,528 3,778 (250) -6.6%
2,476 416 Purchases from other producers (1) 5,903 1,280 4,623 361.2%
4,981 2913 Total AEM sources 13,068 8,834 4,234 47.9%
TdE/Edison
6,617 6,410 Net production 19,691 18,594 1,097 5.9%
4,553 4,364 . Thermoelectric 13,886 12,446 1,440 11.6%
489 538 . Hydroelectric 1,199 1,218 (19 -1.6%
64 52 . Wind power 194 176 18 102%
| 1,511 1.456 . From Edipower plants 4,412 4,754 (342)  -7.2%
Purchases and exchanges from other
1,316 1,513 producers 3,785 4,555 (770 -16.9%
7,933 7.923 Total Edison sources 23,476 23,149 327 1.4%
12,914 10,836 TOTAL SOURCES 36,544 31,983 4,561 14.3%
APPLICATIONS
AEM
Sales to eligible customers and
2,543 1,368 wholesalers 7,341 4,069 3,272 80.4%
2,419 1,536 Sales on the Power Exchange 5,622 4,705 917 19.5%
19 9 Export 105 60 45 75.0%
4,981 2,913 Total AEM uses 13,068 8,834 4,234 47.9%
TAdE/Edison
Sales to eligible customers and
4,061 4,688 wholesalers 11,781 14,115 {2,334 -16.5%
1,541 946 Sales on the Power Exchange 4,831 2,096 2735  130.5%
2,316 2,283 CIP-6 dedicated production 6,849 6,907 (58) -0.8%
15 6 Export 15 31 (16) -51.6%
7.933 7,923 Total Edison uses 23,476 23,149 327 1.4%
12,914 10,836 TOTAL USES 36,544 31,983 4,561 14.3%

(1) Excludes purchases by the Sole Buyer for the captive market
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In the first nine months of 2007, the Group's total electricity output came to 26,856 GWh, to which has
to be added purchases of 9,688 GWh, for a total availability of 36,544 GWh.

The availability of electricity was allocated as follows: 19,122 GWh for sale to eligible end-customers,
wholesalers and traders, 10,453 GWh for sale on the Power Exchange, 6,849 GWh for sale to GRTN
relating to Edison CIP-6 production plant and 120 GWh for sales abroad.

AEM

Thermoelectric and hydroelectric power generation of AEM stations, amounting to 2,440 GWh and
1,197 GWh respectively, was slightly down on the same period last year (-3.7%). As far as
thermoelectric production is concerned, this decrease was due to the different strategy adopted by the
Power Exchange for supplies on the primary and secondary markets, the latter being more interested
compared with the same period in 2006, the purpose being to maximise the profitability of the Group's
overall production facilities; for hydroelectric output, on the other hand, the decrease was brought
about by the fact that the Premadio plants were not available during the last quarter of 2006 and the
first quarter of 2007. The lower production of Edipower’s plants is due to the fact that its oil-fired
plants were maximised during the first quarter of 2006 to cope with the “gas emergency”.

Purchases on the Exchange and from third parties came to 5,903 GWh, which was more than in the
same period last year. Purchases on IPEX, amounting to 3,216 GWh (285 GWh in 2006), were the
main source of supply, followed by imports for 1,128 GWh (166 GWh in 2006) and purchases,
including withdrawals for negative balancing, from other national operators for 394 GWh (415 GWh
in 2006). Lastly, purchases also include 1,165 GWh of power purchased on forecign markets for resale
on those same markets (414 GWh in 2006).

Sales on the Power Exchange in the first nine months of 2007 rose by 19.5% compared with the same
period last year, and direct sales to eligible end-customers and wholesalers, including sales on foreign
markets, went up by 80.4%.

TdE/Edison (Delmi Group)

Net Group output has gone up by 5.9%, compared with the same period last year. It has benefited
principally from the increase in thermoelectric output (+11.6%), substantiaily attributable to the entry
into service of the Torviscosa plant. Hydroelectric output, on the other hand, declined during the
period under review by 1.6%, whereas wind power production increased by 10.2%.

Compared with the first nine months of the previous year, Edipower's production fell by 7.2%, for the
reasons explained above.

As part of the source optimisation strategy, these higher outputs made it possible to reduce purchases
by 16.9%.

At September 30, 2007 sales of electricity amounted to 23,476 GWh (23,149 GWh in the first nine
months of 2006). In particular, there was an increase in sales on non-regulated markets, against which
there was a reduction in CIP6/92 sales.



Significant events during the period

- In May 2007 Edison's Board of Directors approved an investment of around 250 million euro for
the construction of a 400 MW combined-cycle thermoelectric plant at Thisvi, in the centre of
Greece. This project, which has already obtained an installation licence from the Greek authorities,
will be carried out in partnership (65% Edison) with Hellenic Energy & Development and
Viohalco, both local energy development companies;

- OnJuly 11, 2007 the Board of Directors of Edison S.p.A. approved the signing of a Memorandum
of Agreement between Edison and Hellenic Petroleum, for the creation of a 50/50 joint venture in
the electricity sector in Greece. The joint venture will include T-Power, the subsidiary of Hellenic
Petroleum, and the projects already started up by Edison at Thisvi and Astakos for a total of 1,400
MW.

Income statement figures

3rd Qtr.  3rd Q.

07 06 Change  Miilions of euro 09.30.07 09.30.06 Change
Restated Restated

1,263 1,132 131 Revenues from sales 3,588 3,347 241

279 263 16  Gross profit from operations 755 765 (10)
22.1% 23.2% % of Revenues from sales 21.0% 22.9%

Depreciation, amortisation and

(102) (94) (8)  provisions (299) (290) (9]

177 169 8  Profit from operations 456 475 (19)
14.0% 14.9% % of Revenues from sales 12.7% 14.2%

36 78 (42}  Capital expenditure 114 204 (90)

In the first nine months of 2007, considering AEM's share of the TdE/Edison Group (Delmi Group),
the revenues of the Electricity sector came to 3,588 million euro, with a gross profit from operations of
755 million euro, which after depreciation, amortisation and provisions of 299 million euro, led to a
profit from operations of 456 million euro.
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The following table shows the contribution made to this division by AEM S.p.A., its subsidiaries and
the companies consolidated on a proportional basis:

Millions of euro AEM Edipower TdE/Edison Eliminations ELECTRICITY
09.30.07 0930.06 09.30.07 09.30.06 09.30.07 08.30.06 09.30.07 09.30.06 09.30.07 09.30.06
Restated Restated Restated Restated Restated
Revenues {rom sales 1,086 g12 168 208 2,515 2,538 (181} 21h 3,583 3,347

Gross profit from

operations 215 255 58 69 482 441 755 765
% of Revenues from sales 19.8% 31 4% 34.5% 33.2% 19.2% 17.4% 21.0% 22.9%
Depreciation,

amortisation and

provisions (30) 27 (41) (41) (228) (222) {299 (290)
Profit from operations 185 228 17 28 254 219 456 475
% of Revenues from sales 17.0% 28.1% 10.1% 13.5% 10.1% 8.6% 12.7% 14.2%
Capital expenditure 14 32 i5 27 85 145 114 204

AEM

Revenues from sales of electricity amounted to 1,086 million euro, up 33.7% on the same period last
year. This trend is mainly due to the higher quantities of electricity sold compared with the first nine of
2006 (+4,234 GWh).

The gross profit from operations amounted to 215 million euro (255 million euro at September 30,
2006).

The positive result achieved in the third quarter of the year (+14 million euro) made it possible to limit
the fall in profitability of the electricity area in the first half of 2007, compared with the same period of
2006. There was also a decline in hourly energy prices, following the contraction in national demand
in the first few months of the year, and greater competition on the IPEX platform

Depreciation, amortisation and provisions amount to 30 million euro, in line with of September 30,
2006.

As a result of these changes, the profit from operations passed from 228 million euro in 2006 to 185
million euro in 2007.

Capital expenditure amounted to 14 million euro in the period under review and concemed: for 10
million euro, the hydroelectric plants, and more specifically the completion of the Group 3 generator at
the Grosio plant and of the Group 2 at the Premadio plant, the completion of the San Giacomo dam,
and for 4 million euro the thermoelectric power plants (Group 5 and 6 at the Cassano d’Adda power
station).

Edipower

The total volume of electricity produced by Edipower amounted to 3,528 GWh, for a decrease of 6.6%
compared with the same period of last year.

At September 30 2007, revenues declined by 19.2% compared with the same period of last year. In
fact, production by oil-fired plants was maximised during the first half of 2006 to cope with the “gas
emergency".



Gross profit from operations amounted to 58 million euro, 15.9% lower compared with September 30,
2006, mainly because of non-recurring items last year.

Net of depreciation, amortisation and provisions of 41 million euro charged during the period, profit
from operations comes to 17 million euro, (28 mitlion euro booked in the first nine months of 2006).

Edipower's capital expenditure during the period amounted to 15 million euro and related to the
continuation of construction work on the new 800 MW combined cycle unit at the Turbigo
thermoelectric plant near Milan, landscaping of the San Filippo plant near Messina and repowering
work at the Mese Power Station near Sondrio.

TdE/Edison (Delmi Group)

In the first nine months of 2007 revenues from sales came to 2,515 million euro, a decrease of 0.9%
compared with the same period last year.

Gross profit from operations comes to 482 million euro, 41 million euro more than at September 30,
2006 (441 million euro).

The increase in the gross profit from operations is attributable mainly to optimisation of the sales
channels on unregulated markets and to the higher availability of sources thanks to higher instailed
capacity (at the Torviscosa and Altomonte plants). This increase more than offsets the decline in
profitability of the CIP6/92 segment due to the loss of incentives and the presence in the third quarter
2006 of the non-recurring rebate for reintegration of the green certificate charges incurred by the
CIP6/92 plants for the years 2003-2005, based on resolution 113/06.

The profit from operations, after depreciation, amortisation and provisions of 228 million euro, came
to 254 miilion euro (219 million euro at September 30, 2006).

During the period, the share of capital expenditure pertaining to the AEM Group was 85 million euro
(including the share pertaining to TdE/Edison of Edipower's capital expenditure, amounting to 19
million euro) and concerned, in the thermoelectric field, ongoing investment in the Simeri Crichi (CZ)
plant and on repowering the Turbigo (MI) plant.
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GAS AND HEAT

The Gas and Heat segment includes the various activities involved in the production and purchase of
gas and its subsequent sale on the market or its utilisation in the Group thermoelectric power stations.
It also includes the production and sale of heat in the form of district heating and heat management
services.

In addition to the activities carried out in this sector by the subsidiaries of AEM S.p.A. (AEM Trading
S.r.l., AEM Energia S.p.A., AEM Gas S.p.A. and AEM Calore & Servizi S.p.A.), it also includes, for

the portion pertaining to the AEM Group, the activities carried on in the Hydrocarbons segment by
TdE/Edison Group (Delmi Group) and Plurigas S.p.A.

The companies or activities represented by this segment involve:

AEM S.n.A. and its subsidiaries

» Gas Division of AEM Trading S.r.l. It handles the purchases of gas that AEM Energia S.p.A.
needs for resale. It also handles the purchases of fuel needed to cover the requirements of the
thermoelectric plants of AEM S.p.A. and Edipower S.p.A., for which it looks after the dispatching
of the electricity produced, the costs of which are recorded by the electricity chain.

» Gas Division of AEM Energia S.p.A. It sells gas to end-customers.

+ Heat Division of AEM Gas S.p.A. 1t is the owner of the cogeneration plants at Tecnocity and
Famagosta (districts of the city of Milan), heating plants and the district heating networks
connected with these plants. The cogeneration plants are under contract to AEM Trading S.r.l.
which has the right to use their production capacity in exchange for an annual fee. The district
heating networks and heating plants are under contract to AEM Calore & Servizi S.p.A.

+ AEM Calore & Servizi S.p.A. It is involved in selling heat through the district heating networks
owned by AEM Gas S.p.A. and in heat management services.

Companies consolidated on a proportional basis

+ The Hydrocarbons Division of the TdE/Edison Group (Delmi Group). The results of the
Hydrocarbons Division of the TdE/Edison Group (Delmi Group) have been proportionally
consolidated at 50% and include the gas production, procurement and sale activities carried on by
Edison S.p.A. and its subsidiaries. Compared with the figures for the Hydrocarbons Division
shown in the consolidated financial statements of the TdE/Edison Group (Delmi Group), these
figures exclude the distribution and storage activities carried on by Edison DG S.p.A. and Edison
Stoccaggio S.p.A., respectively, which have been included in the Networks and Regulated Markets
segmenlt..

« Plurigas S.p.A. The company, which is proportionally consolidated at 40% by AEM S.p.A,,
operates in the wholesale natural gas market, stipulating purchase contracts mainly to cover the
needs of its shareholders (AEM S.p.A., IRIDE S.p.A. and ASM Brescia S.p.A.). The company
provides shipping services and also sells gas to wholesalers and large end-users.




Regulatory and tariff framework

GAS TRADING

In order to boost trading on the national market for natural gas, Decree 7 of January 31, 2007
{(converted into Law 240 of April 2, 2007) established that the authorisations for the import of gas
issued by the Ministry for Economic were subject to an obligation to offer a portion of the imported
gas, as defined by the Ministry, on the regulated capacity market (the virtual point of exchange).

This decree also lays down that concession holders for the development of national gas deposits have
to sell the product of this development on the same regulated capacity market.

To this end, the Authority passed Regulation 56/07 to initiate a process that will define the methods of
complying with the obligation to offer gas on the regulated capacity and gas market, also with a view
to developing this market.

SALE OF GAS TO END-CUSTOMERS
Tariff regime

In the conviction that the market is still not mature enough to guarantee competitive conditions that
would permit consumers a sufficiently wide choice of trading offers from which to choose the most
advantageous, the Authority laid down that when quoting their own economic conditions, companies
selling gas will also have to quote the price calculated according to the criteria set by the Authority
with resolution 138/03.

The final price offered is made up of the following components: distribution, transport and storage, a
variable fee for wholesale sales and a variable fee for retail sales. There will also be a compensation
system to ensure that the effects of applying the new economic conditions in areas with low average
annual consumption will have a gradual impact over time. Resolution 206/06 provides for a gradual
removal of this mechanism.

With resolution 31/06, the Authority considered that there were not the conditions for changing or
revoking the regulatory protection mechanism relating to the price that gas sellers have to offer in
accordance with resolution 207/02. With resolution 134/06, from October 1, 2006, the area of tariff
protection was limited to residential customers with consumption of less than 200,000 cm/year.

With resolution 240/07, the Authority introduced, from October 1, 2007, an 11.69% increase in the
retail sale element (QVD) of the price for supplies under resolution 138/03. This is designed
exclusively to recognise further costs incurred by operators deriving from changes in the regulatory
framework. A review of the tariff breakdown, on the other hand, has been postponed to a future
resolution.

With resolution 248/04, the Authority made a number of amendments to the methods of updating the
raw material element of the economic conditions for the supply of gas, which included an obligation to
include a protection clause in wholesale contracts. The appeals filed by numerous operators to the
Lombardy TAR were accepted, with the consequent annulment of resolution 248/04.

The Council of State announced its judgement on March 21, 2006 only with reference to the appeal
filed by Hear Trading, accepting the Authority's appeal and rejecting the sentence passed by the
Lombardy TAR that cancelled resolution 248/04.

As regards the other appeals, on the other hand, at the hearing on June 6 2006 the Council of State
adjourned discussion about the merit of the appeal sentences as it felt it was first necessary to know the
decisions of the Plenary Meeting on the questions relating to the admissibility of third-party
interventions and oppositions in judgements relating to certain appeals.
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A FPlenary Meeting of the Council of State met on November 13, 2006 and declared inadmissible, due
to formal errors, the appeals by the Authority against the sentences passed by the Lombardy TAR
cancelling resolution 248/04 on the request of Gas della Concordia and Anigas.

At the hearing on June 26, 2007, the Council of State therefore declared that all of the Authority's
appeals against the sentences with which the TAR had annulled resolution 248/04 were to be thrown
out of court..

In light of these evenis and taking note of the scenario that has come about on international markets,
the Authority passed resolution 134/06 which revised the mechanisms for updating the elements to
cover the purchase cost of gas laid down in resolution 248/04, starting on July 1, 2006. In particular:

« the threshold of the It index was reduced from 5% to 2.5%, making the update mechanism
more sensitive to changes in the price of energy materials and to give a more accurate price
signal 1o end-users;

« another level was added to the safeguard clause: changes in the Bt index over 60%/barrel will be
reflected 95% in updated prices;

- an upward "step" was introduced in the value of the QE component to cover raw material costs;

« it was reiterated that wholesalers were obliged to renegotiate procurement contracts in
accordance with the criteria updating resolution. 248/04;

+ from October 1, 2006, the protection provided by resolution 138/03 is restricted to domestic
customers with a consumption of less than 200,000 m3/year.

To resolve the uncertainty caused by the dispute over application of resolution 248/04 the Authority,
with resolution 79/07, redefined the economic conditions for the supply of gas for the period January
2005 - June 2006.

In particular:

- for 2005, updates of the economic conditions for the supply of gas laid down in resolution
195/02, in force prior to the issuance of resolution 248/04;

- for first half 2006, the quarterly update resolutions (nos. 298/05 and 63/06) have been
confirmed, based on the criteria in resolution 248/04;

- from June 1, 2006, resolution 134/06 remains valid;

- there is an obligation to renegotiate natural gas wholesale purchase contracts stipulated after
January 1, 2005 and outstanding during the period January 1, 2006 - June 30, 2006, in line with
the values defined in the resolution. Sales operators that have complied with these obligations
are recognised an amount equal to the corresponding volumes consumed by customers times
50% of the difference that comes from applying the values calculated according to resolution
195/02 rather than those laid down in resolution 79/07, for the period January 1, 2006 - June 30
2006. With resolution 101/07, the deadline for renegotiation was set at June 4, 2007. Pursuant
to the same resolution, AEM Energia certified to the Authority that it had complied with this
obligation.



Quantitative data

3rd Qtr., 3rd Grr.

07 06 (millions of m3) 09.30.07 09.30.06 Change % 07/06

SOURCES

AEM (1)
Purchases *

59 50 . From Plurigas 564 648 (84) -13.0%
10 13 . From third parties 36 43 (7 -16.3%
69 63  Total AEM sources 600 691 (91) -13.2%

TdE/Edison
117 129  Net production 353 420 (67) -16.0%
86 91 . Ttaly 257 274 (17) -6.2%
3 38 . Abroad 96 146 (50) -34.2%
1,334 1,269  Purchases ¥ 4,503 4,577 (74) -1.6%
1,451 1,398  Total Edison sources 4,856 4,997 (141) -2.8%
1,520 1,461 TOTAL SOURCES 5,456 5,688 (232) -4,19%

APPLICATIONS
AEM (1)

59 51 Sales to end-customers 564 648 (84) -13.0%
10 13 Wholesale 36 43 (7) -16.3%
69 64 Total AEM uses 600 691 (91) -13.2%

TdE/Edison
326 338  Sales to end-customers 1,492 1,939 (447 -23.1%
1,125 1,060  Sales to thermoelectric plants 3,364 3,058 306 10.0%
1,451 1,398  Total Edison uses 4,856 4,997 (141) -2.8%
1,520 1,462 TOTAL USES 5,456 5,688 (232) -4.1%

* ner of losses

(1) The AEM figure does not include purchases of gas for thermoelectric plants allocated directly
to the Electricity chain.
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In the first nine months of 2007, the total quantity of gas available for the AEM Group came to 5,456
million cubic metres, including 353 million cubic metres produced by Edison, both in Italy and abroad.

The available gas was allocated as follows: 2,092 million cubic metres for sales to end-customers and
wholesale deliveries and 3,364 million cubic metres for sale to the TdE/Edison Group's thermoelectric
power plants.

AEM

The total volumes sold by AEM S.p.A. and its subsidiaries in the first nine months of 2007 amounted
to 600million cubic metres, a decrease of 13.2% compared with the same period of the previous year.
This trend is mainly attributable to the fact that the weather in the early part of the year was extremely
mild, which heavily influenced the consumption of gas used for heating purposes. For the same
reasons, heat volumes also fell, going from 289 thermal GWh in first nine months of 2006 to 242
thermal GWh in the same period under review.

As regards quantitative data, the cogeneration plants owned by AEM Gas S.p.A. produced 39 GWh of
electricity (61 GWh at September 30, 2006).

TdE/Edison (Delmi Group)

Net gas production by the Group came to 353 million cubic metres, a decrease of 16% compared with
the of September 30, 2006. This trend was due partly to the reduction in national output because of the
natural decline of the gas deposits, and partly to technical problems at the Rosetta gas fields in Egypt..

The procurement activity during the period registered a 31.3% decrease in gas imports compared with
the first nine months of 2006, versus a 52.4% increase in national purchases. The replacement of
imported sources with spot purchases was justified by the fact that the latter cost considerably less,
especially in the third quarter.

Total volumes sold, which amounted to 4,856 million cubic metres, show a reduction of 2.8%
compared with first nine months of 2006 because of the mild climate. In particular, sales for civil and
industrial uses are 23.1% down, whereas sales for thermoelectric uses are 10% up because of the
higher thermoelectric output by Edison's plants.

Significant events during the period

The main events during the period affecting the Gas and Heat sector included the following:

- Continuation of works on the Canavese cogeneration plant in Milan, the first step in the "Unified
project for the development of a heat pump for urban district heating". In particular, assembly of
the first heat pump is currently nearing completion. The district heating service will commence
from thermal season 2007-2008. The plant will be fully operative by the 2008-2009 thermal season
with output of around 75 MW,

- In January 2007, Edison announced that it had signed an Intergovernment Agreement between
Italy and Greece for the construction of the 1GI Italy-Greece Natural Gas Pipeline between the two
countries. The 1GI gas pipeline, which is to be built by Edison and Depa, will be connected to the
Turkish network, thus making it possible for Italy and other EU countries to import 8 billion cubic



metres of natural gas per year from the Caspian Sea and the Middle East. On the basis of the
agreements between the two companies, 80% of the transport capacity will be reserved for Edison,
while the other 20% will be for Depa.

In February 2007, through its subsidiary Edison International S.p.A., Edison S.p.A. was awarded 5
new hydrocarbon exploration licences in the Norwegian Continental Platform by the Oil and
Energy Ministry of Norway. In particular, the company acquired three licences in the North Sea
and two in the Sea of Norway. Edison will be present in these blocks with quotas that vary from
50% to 15%, in joint venture with important international operators.

In February 2007, Edison, through its subsidiary Edison International, and Petrobras, Brazil's
national hydrocarbons company, signed an agreement under which Petrobras will work alongside
Edison in the exploration of the Rufisque Offshore Profond block off the Senegal shore.

In March 2007 Edison announced the inauguration in Qatar of the liquefaction plant for the natural
gas that is to be regassified for Edison at the “Adriatic LNG” terminal, which will be installed in
the Adriatic Sea off the shore of Porto Levante (RO) with a total capacity of 8 billion cubic metres
per year Under these agreements, Qatar will supply Edison 6.4 billion cubic metres of gas per year
for 25 years.

On July 26, 2007, the Italian Minister for Economic Development, the Greek Minister of
Development and the Turkish Minister of Energy and Natural Resources signed an
Intergovernmental Agreement for a development of a system of gas pipelines for the importation of
natural gas from the Caspian Basin and the Middle East through Turkey and Greece. With this
formal document, the three governments recognise the strategic value of the gas transit corridor
and undertake to support the activity of the industrial enterprises involved in building the
infrastructure (ltaly's Edison, Greece's Depa and Desfa, and Turkey's Botas), in order to accelerate
the construction time and do everything possible for it to be inaugurated by the end of 2012.

Income statement figures

3rd Qtr.  3rd Qtr.

07 06 Change  Millions of euro 09.30.07 09.30.06 Change

Restated Restated

469 502 (33)  Revenues from sales 1,775 1,932 (157)

25 52 (27)  Gross profit from operations 206 187 19
5.3% 10.4% % of Revenues from sales 11.6% 9.7%

Depreciation, amortisation and

(32) (21) (11)  provisions (75) (77) 2

(7) 31 (38)  Profit from operations 131 110 21
-1.5% 6.2% % of Revenues from sales 7.4% 5.7%

35 22 13 Capital expenditure 76 56 20

In the first nine months of 2007, the revenues of the Gas and Heat segment, including AEM's portion
of the TdE/Edison Group (Delmi Group), amounted to 1,775 million euro. Gross profit from
operations came in to 206 million euro which, after depreciation and amortisation and provisions for
75 million euro, determined a profit from operations of 131 million euro.
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The following table shows the contribution made to this segment by AEM S.p.A. and its subsidtiaries
and
by the proportionally consolidated companies:

Mitlions of euro AEM Plurigas TdE/Edison Eliminations GAS AND HEAT
09.30.07 09.30.06 09.30.07 09.30.06 09.30.07 09.30.06 09.30.07 09.30.06 09.30.07 09.30.06
Reseated Restated Reswated Restated Restated
Revenues from sales 314 359 246 263 1,363 1,471 (148) (161) 1,775 1,932

Gross profit from

operaticns 13 11 12 2 181 174 206 187
% of Revenues from sales 4.1% 3% 4.9% 0.8% 13.3% 11.8% 11.6% 9.7%
Depreciation,

amortisation and

provisions (©) a7 - (1) 69) {59) (75) an
Profit from operations 7 (6) 12 1 112 115 131 110
% of Revenues from sales 2.2% -1.7% 4.9% 0.4% 8.2% 7.8% 74% 5.7%
Capital expenditure 20 18 0 0 56 38 76 56

AEM

Net revenues for the first nine months of 2007 amounted to 314 million euro, compared with 359
million euro in the same period of the previous year. The reduction in revenues is mainly due to the
lower volumes of gas and heat sold because of the exceptionally mild weather during the first months
of 2007.

The gross profit from operations, amounting to 13 million euro, benefited during the period from the
partial release of the provision made in 2006 for the equalisations foreseen in resolutions 248/04 and
298/05, subsequently modified by provisions 134/06 and 79/07. These positive elements offset the
lower profitability brought about by the contraction in gas and heat sales and by the lower sales of
electricity produced by the cogeneration plants.

Depreciation, amortisation and provisions amount to 6 million euro, a decrease on September 30, 2006
(17 million euro). This reduction is attributable to the presence in 2006 of the charge to the specific
risk provision in connection with resolution 248/04 (9.1 million euro).

As a result of these changes, the net profit from operations amounts to 7 million euro (negative for 6
million euro at September 30, 2006).

Capital expenditure in the period under review amounted to 20 million euro and mainly concerned
further development of the district heating networks in Canavese, Sesto San Giovanni (MI), in Figino
and Santa Giulia, as well as the progress on the construction of the new cogeneration plant at Canavese
and works on the Famagosta plant.




Plurigas

During the first nine months of 2007 sales by Plurigas S.p.A. came to a total of 2,262 million cubic
metres of gas, a decrease of 7% compared with 2,434 million cubic metres in the same period of the
previous year.

Even though revenues decreased by 6.5%, the gross operating results are up on the September 30,
2006 by 10 million euro. This increase is principally attributable to the lack of recourse to strategic
stocks as a result of there being a higher availability of storage capacity and very mild weather in the
early part of the year; this combined with careful management of the source portfolio, which made it
possible to increase the profitability of summer arbitrage deals, thanks to the attractive prices to be
found on markets in northern Europe.

As a result of these trends, the profit from operations amounts to 12 million euro (1 million euro at
September 30, 2006).

TdE/Edison (Delmi Group)

In the first nine months of 2007 revenues from sales amount to 1,363 million euro, 7.3% lower versus
the same period of 2006. This fall was partly due to the lower volumes sold because of the particularly
mild temperatures during the early part of the year, and partly due to the reduction in average selling
prices following the price adjustment for the gas sold to CIP6/92 plants under resolution 249/06, based
on the cost element avoided by the fuel used by these plants.

Gross profit from operations, however, amounted to 181 million euro, around 7 million euro more than
in the same period last year. the lower profitability caused by applying resolution 249/06 was more
than offset by better operating margins and the release of 28 million euro from the provision for
resolution 248/04 (or 79/07), which in 2006, on the contrary, led to a charge of 25 million euro.

The profit from operations, after depreciation, amortisation and provisions of 69 million euro (59
million euro in the first nine months of 2006), came to 112 million euro (115 million euro at
September 30, 2006).

In the first nine months of 2007 capital expenditure amounted to 56 million euro and mainly
concerned:

= the opening of new production wells on the Emma field in the Adriatic Sea;

« activities relating to the latest stages of development of the Rosetta concession in Egypt;
« production tests at the Reggane-6 well in Algeria;

- exploration activities in Algeria, Senegal and Cote d'Ivoire.

151




152

NETWORKS AND REGULATED MARKETS

The Networks and Regulated Markets Division includes the distribution of electricity, its sale only to
the captive market and the storage and distribution of natural gas.

In addition to the activities carried on in this sector by the subsidiaries of AEM S.p.A. (AEM
Elettricita S.p.A. and AEM Gas S.p.A)) it also includes the AEM Group's portion of the activities
involved in the distribution and storage of gas of the TdE/Edison Group (Delmi Group).

During 2006 the following companies were sold: Metroweb S.p.A., Serenissima Gas S.p.A., AEM
Trasmissione S.p.A. and Edison Rete S.p.A. As a result, in application of current accounting standards
(IFRS 5), the revenues and costs of these companies were shown in a separate line item called "Result
of non-current assets due to be sold” in 2006. The following figures do not therefore include these
companies' results.

The companies or activities represented by this segment involve:

AEM S.p.A. and its subsidiaries

» AEM Elettricita $.p.A. This company owns the high, medium and low voltage electric networks
in the municipalities of Milan and Rozzano (M) through which it offers the distribution and sale
of electricity to so-called captive customers and the distribution of electricity to all customers
connected to these networks. Operations are conducted on the basis of a concession issued by the
Ministry of Productive Activities. Through the Public and Traffic lights division, the company runs
the urban illumination {street lighting and floodlighting), traffic light and video surveillance
networks in the city of Milan and surrounding areas. Lastly, AEM Elettricita S.p.A. performs
procurement and logistic activities, as well as excavation and works coordination for all of the
companies in the AEM Group.

« Networks Division of AEM Gas S.p.A. It owns the natural gas distribution network in Milan and

adjacent municipalities. The distribution of gas to customers who have stipulated contracts with
trading companies is based on concessions or mandates from the individual municipalities.

Companies consolidated on a proportional basis

» Edison DG S.p.A. This company distributes natural gas principally in north-east (Veneto) and
central Italy (Lazio and Abruzzo), based on specific concessions or mandates from the individual
municipalities.

» Edison Stoccaggio S.p.A. It operates in the storage of natural gas, providing modulation services
through the two storage concessions that it holds; its current potential, which is being increased, is

equal to 340 million cubic metres of working gas.

The results of these two companies are proportionally consolidated at 50%.




Regulatory and tariff framework

NATURAL GAS DISTRIBUTION DIVISION

Assignment of the gas distribution service

As regards assignment of the distribution service, Law 239/04 (Reform of the energy sector) provided
for a review of the transitional period, as determined by art. 15 of Decree 164/00, according to which
the concessions outstanding at the time that Decree 164/00 became effective, for which no expiry was
foreseen or, if foreseen, it was longer than the transitional period, these concessions continue until the
end of transitional period.

In light of the regulatory uncertainties deriving from this amendment, the rules governing the
transitional period for the gas distribution service concessions was revised once again. The legislator
has in fact intervened to clarify the current rules once and for all by means of a norm contained in
Decree Law 273/05, also known as the “decreto milleproroghe” (thousand extension decree) and
provided that the transitional period mentioned in article 15.5 of Decree Law 164/00 will be extended
to December 31, 2007 and that this deadline be automatically extended to December 31, 2009 if at
least one of the conditions mentioned in article 15.7 of the same decree takes place. The local authority
granting the concession can extend the transition period by another year for reasons of public interest
as specified in para. 69 of law 239/04.

With resolution 60/07, the Authority launched a process for the drawing up of measures regarding
technical and economic conditions for making connections to the gas distribution networks, so as to
eliminate the inconsistencies that can currently be found in the different methods applied by
distribution companies when determining the technical and economic conditions for new connections.

Tariff regime

The Authority passed resolution 170/04 which defines the criteria for setting natural gas distribution
tariffs in the second regulatory period (2004-2008) fixing the rate of return on capital employed,
namely 7.5%, and the rate at which productivity is expected to increase (“price cap”), namely 5%,
which is only to be applied to operating costs and depreciation.

The restriction on the revenues of each company has to be calculated on the basis of the parameters
already approved by the Authority and applied by the companies in the first regulatory period.

Hence, with resolution 122/05, the Authority has partially modified resolution 170/04, adopting a
method of calculating the restriction on revenues that takes account of the investments made
subsequently to those considered for approval of the restriction relating to thermal year 2003-2004.

In compliance with this decision, the Authority passed resolution 218/06 which identifies decreasing
rates of improvement in productivity for the thermal years from 2005-2006 to 2007-2008, establishing
lower rates of recovery in the second regulatory period than in the first period: the rate of improvement
in productivity has therefore been set at 4.8%, 4.6% and 4.4% for the thermal years 2005-2006, 2006-
2007 and 2007-2008 respectively.

The Authority approved the distribution tariff options presented by AEM Gas S.p.A. for the thermal
years 2005-2006 and 2006-2007, pursuant to resolutions 258/06 and 125/07.

Given that the gas regulatory period is scheduled to end on September 30, 2008, the Authority
commenced a procedure for the development of measures dealing with tariffs for the distribution of
gas to be adopted in the third regulatory period.
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With resolution 124/07, the Authority launched an enquiry into the application by companies operating
in the transport, distribution and sale of natural gas:

- of the tariff adjustment coefficient M for the variable price components for gas distribution and the
supply of gas to customers subject to the economic conditions laid down in resolution 138/03. This
coefficient, which was established by the Authority with resolution 237/00, is applied to customers
with volume meters that measure gas in low pressure without correctors;

- of the correction coefficient for volumes withdrawn from redelivery points with a corrector for
medium pressure redelivery points and low pressure ones with a class meter not lower than G 40
without correctors. This coefficient is determined by the distribution company with a specific
method in agreement with the users of the distribution service.

With resolution 227/07, the Authority closed the enquiry started with resolution 124/07.
The Final Report of the enquiry, considered confidential as it is sub judice, has been sent to the State
Prosecutor at the Milan Court.

POWER DISTRIBUTION AND SALES OF ELECTRICITY TO CAPTIVE CUSTOMERS

Tariff regime

The Authority issued resolution 5/04 issued a new Integrated Text giving the tariffs applicable to the
transmission, distribution, measurement and sale of electricity for the period 2004-2007.

The new tariff regime recognises a rate of return on capital employed of 6.8%. Tariff cuts after 2004
will be calculated according to the price-cap mechanism, with a 3.5% annual decline in operating costs
and depreciation recognised in the tariff for the distribution service.

The Integrated Text attached to resolution 5/04 also regulates the sale to distribution companies of the
power destined for the captive market, as procured by the Sole Buyer from April 1, 2004, when merit-
order dispatching takes effect. The selling price to distribution companies is based on the costs
incurred by the Sole Buyer for the purchase of electricity and dispatching services, as well as for
hedging its risks, and includes an amount for the remuneration of the activity carried on by it.

Lastly, the Integrated Text introduced equalisation systems (for which the application methods were
defined with resolution 115/05) for distributors relating to:
- purchase costs of electricity for captive customers;
- transmission Service costs;
- revenues from the sale of electricity to residential customers;
- the difference in distribution costs among companies non attributable to them, as estimated by
parametric methods.

With reference to the equalisation payments for 2005, AEM Elettricitd paid the amounts due on
February 28, 2007; the rebates were received from the Electricity Sector Equalisation Fund on March
31, 2007.

With resolution 95/07, the Authority:

- activated extraordinary procedures for the definitive determination of the balances due under the
general equalisation mechanisms for the years 2004 and 2005. There is therefore provision for the
Electricity Sector Equalisation Fund to calculate the amounts still due by or to operators and the
liquidation of such amounts;

- adopted measures to penalise distributors in the event of further requests for adjustment of the
figures already communicated for the purpose of determining the matters discussed in the previous



point, as well as any requests for adjustment of the figures that will be communicated for the
purpose of defining such balances for the years 2006 and 2007.
With resolution 168/07, the Authority, suspended the quantification and payment of amounts due
under the general equalisation for 2006.

With resolution 203/06, the Authority updated the electricity distribution fees for 2007.

Moreover, it is foreseen that the CTR component (to cover the costs relating to the transport service on
the national grid for distribution companies) and of the TRAS transmission fee will be applied in
exactly the same way during the various hourly bands. As a result, from 2007 the transmission cost
equalisation mechanism is no longer in force. In this regard, resolution 286/06 establishes the coverage
of lower revenues eamed by distributors as a result of the non-application of the TRAS component to
the energy to be used internally for transmission and distribution purposes, given that this component
is no longer equalised.

With resolution 275/06, the Authority provided for 2007:

a) to update the components to cover the costs relating to the purchase and sale of electricity for the
captive market;

b) 1o update the fees paid for the service involving the measurement of electricity In this regard, the
Authority took into consideration the amount of the investment made by certain companies during
the four-year period from 2002 to 2005 in excess of those already recognised, for the endowment
of withdrawal points relating to users connected in low voltage with electronic meters and remote
management systems. The remuneration of such investments will only be recognised to those
companies that actually made them. In order to comply with the restriction of a single nation-wide
tariff, this objective is being pursued by initiating a procedure for the definition of an equalisation
mechanism. In September, the Authority therefore sent out a consultation document that explains
its views on the mechanism to be defined for the equalisation of the remuneration paid to the low
voltage measurement in 2007. The purpose of this is to guarantee that the remuneration linked to
invesiments in digital meters and remote management systems for low voltage users is recognised
exclusively to those distribution companies that have made such investments prior to December 31,
2005;

c) to update for 2007 the D1, D2 and D3 tariffs destined to low voliage residential customers. The
validity of the other domestic options approved for 2006 wili be extended to June 30, 2007.

With resolution 312/06, the Authority approved the tariff options for 2007 proposed by AEM
Elettricita.

With resolution 135/07, the Authority with established the tariffs for the transmission, distribution and
measurement of the electricity sold to residential customers, with effect from July 1, 2007, in order to
guarantee their compatibility with the complete liberalisation of the sale service in the electricity
sector, envisaging a clear distinction between the tariff components for providing transmission,
distribution and measurement services and those for the sale of electricity.
With the same resolution, the Authority:

- revised the mechanism for the equalisation of revenues from the supply of electricity

residential customers;

- eliminated the possibility of proposing further residential options after July 1, 2007.
This revision of the residential tariffs is transitory in nature, while awaiting the definition of a new
system of social protection to replace the generalised protection currently provided by the D2 tariff.

In order to correct possible distortions related to the use of parametric systems, the Integrated Text also
introduces the possibility on the part of operators to request the adoption of another equalisation
mechanism (so-called "specific company equalisation", subsequently defined by resolution 96/04) to
integrate the revenues admitted, were it demonstrated that they were inadequate to cover the costs
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recognised to the specific operator. AEM Elettricita S.p.A. has applied to participate in the specific
company equalisation system and is waiting for the Authority to complete its preliminary
investigation, which will decide on the amount of equalisation that is to be recognised.

In this connection, we would point out that in May 2005 the Lombardy TAR, to which certain
distributors, including AEM S.p.A., had filed an appeal, partially cancelled resolution 5/04 (with
particular reference to the criteria for determining tariff levels for the second regulatory period) and
regulation 96/04.

In January 2006, the Council of State partially accepted the Authority's appeal to cancel this sentence.
In particular, the Board considered it illegitimate that resolutions 5/04 and 96/04 do not take account of
the price paid by the distributor to Enel for the network that was sold. With resolution 177/06, the
Authority initiated proceedings to define how to implement the decisions of the Council of State and
suspended the preliminary activities relating to the specific company equalisation system until this
process has been settled.

In September 2007, the Authority published a consultation document on the annual updating of the
specific company correction factor applied to the revenues admitted to cover distribution costs as part
of the specific equalisation system. The Authority is of the opinion that the annual updating of this
factor should be consistent with the methods used to update each year the portion of the distribution
tariff that is designed to remunerate capital employed.

In August 2007, the Authority distributed an initial consultation document to operators concerning the
tariffs for providing power transmission, distribution and measurement services for the 2008-2011
regulatory period.

The Authority is proposing to continue applying the current tariff system more or less unchanged, with
a view to regulatory continuity.

Provisions concerning the completion of deregulation of the electricity market

Directive 2003/54/CE requires Member States to adopt suitable measures to leave domestic electricity
market customers free to choose their own supplier from July 1, 2007.

Considering that the current state of the passage through parliament of the bill meant to introduce this
directive did not permit Italy to adopt the delegated decree by July 1, on June 18, 2007 the Council of
Ministers launched Decree Law 73 (converted into law 125 of August 23, 2007) in order to define
urgent measures for the implementation of the EC instructions on the liberalisation of energy markets.

This urgency decree provided:
- for an obligation to create separate companies for the power distribution and sale activities
within 180 days of the decree taking effect for those companies that at June 30, 2007 are still
involved in both distribution and sales on an integrated basis;

- that residential customers, from July 1, 2007, would have the right to pull out of the pre-
existing electricity supply contract as captive customers according to the methods laid down by
the Authority (which in this connection issued resolution 144/07 on the rules for withdrawing
from contracts for the supply of natural gas and electricity to end-customers).

If there is no choice of seller on the free market, residential customers and low voltage
companies with less than 50 employees and tumover of not more than 10 million euro are
included in the system that provides higher protection.

Provision of service for protected customers is guaranteed by the distribution company, also
through special sales companies. Procurement for these customers continues to be done by the
Sole Buyer.

The Authority lays down reference prices for the provision of electricity to such customers
based on the effective cost of the service. The Authority achieved this by passing resolution
159/07, which defines the economic conditions for supplying protected customers;




With resolution 237/07, the Authority also arranged for the application of economic conditions
to the higher protection sales service split into two hourly bands for customers who ask for it.

- that within 60 days of Decree Law 73/07 coming into effect, the Ministry for Economic
Development would issue instructions and, on the Authority's proposal, adopt by decree
measures {0 ensure the protection of unprotected end-customers, who on a transitional basis
had lost their electricity supplier or who had not chosen a provider, by means of competitive
procedures by territorial area and at conditions that provide incentives to switch gradually to
the free market. Until this service was up and running, the continuity of supply to such
customers is being assured by the distribution or sales company connected with those
businesses, at non-discriminatory conditions and prices published in advance. With resolution
156/07 (Integrated Text of the Instructions issued by the Authority for Electricity and Gas for
the provision of electricity with greater protection for end-customers in accordance with Decree
Law 73/07 of June 18, 2007 — known as the "TIV"), the Authority established that up until
September 30, 2007 those providing protection have the right to ask the Sole Buyer to continue
providing the procurement function with reference to protected customers. In this case, the
protected price applied by the Sole Buyer to the provider is determined in advance by the
Authority. AEM Elettricitd decided to make use of the Sole Buyer up until August 31 for the
provision of energy to be delivered to protected customers; since September 1, it has been
buying on the open market.

As part of the process of completely deregulating the electricity market, with resolution 157/07,
pursuant to art. 1.1 of Decree 73/2007 (converted by Law 125 of August 23, 2007), the Authority
approved the rules on gaining access to measurement data for the purpose of making commercial
offers for the provision of electricity or natural gas. With resolution 183/07, the Authority launched a
process for the drawing up of measures for the recovery of costs deriving from the application of the
rules laid down in resolution 157/07.

Measurement of electricity consumption

With resolution 292/06, following consultation with operators, the Authority defined the new
obligations for distributors regarding the installation of electronic meters that permit remote
management of low voltage withdrawal points.

The measure provides for meter installation to be completed by the end of 2011, following the four
phases that lead to gradual coverage of all low voltage withdrawal points.

In consideration of these obligations, for the regulation period 2008-2011 the Authority will review the
fee granted for the measurement service to ensure coverage of the costs incurred by those that have
effectively made the investments for installing electronic meters and remote management systems at
the premises of low voltage users.

Penalties will be applied if the objectives are not met. The amount of the penalties will be quantified at
a later stage.

Lastly, the Authority envisages forms of incentives to use systems of remote management of the
electronic meters for the registration of low voltage customers involved in power cuts, as foreseen by
resolution 122/06.

Other measures

In March 2007, the Authority issued a consultation document regarding the definition of rules
governing relationships between the various players operating in the deregulated power market, with
particular reference to:

v cases of withdrawal by the end-customer from the contract with the previous seller or switching;
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v the availability of the data needed for the sellers in the various stages of their contractual
relationships with end-customers;

v regulation of the economic aspects of the transport and dispatching services;

v the transfer of information.

In April and August 2007, the Authority issued two consultation documents on regulation of the
quality of eleciricity distribution, measurement and sale services to be adopted for the third regulatory
period (2008-2011).
In particular, the Authority’s proposals for distribution on medium and low voltage lines and on
measurement lines foresee:

- reinforcement of the incentives to improve network reliability;

- an increase in the protection of end-customers who suffer a high number of blackouts;

- the promotion of investments to make networks more robust;

- initiatives for voltage quality.

With resolutions 88/07 and 89/07, the Authority adopted instructions for the procedures and economic
conditions necessary for developing distributed generation, particularly by plants using renewable
sources and co-generation plants, envisaging new rules for the measurement of the electricity produced
and for the connection of plants to the distribution networks.

With resolution 167/07, the Authority made changes to resolution 34/05, relating to the methods and
economic conditions for the withdrawal of the electricity produced by plants with a power lower than
10MVA, on the one hand, and higher than 10 MVA on the other, if fuelled by non-programmable
renewable sources (as per art. 13, paras 3 and 4 of Legislative Decree 387/03 and para. 41 of Law
239/04) by the manager of the network to which the plant is connected and on the producer's request:

« taking into consideration article 1, para. 1120, of Law 296/06 (the 2007 Budget Law)
relating to the exclusion of non-biodegradable waste from the treatment foreseen for
renewable sources;

» defining a transitional price for the withdrawal of electricity while waiting for a complete
revision of the methods and economic conditions for the withdrawal of electricity due to be
carried out after completion of the consultation initiated with document 26/07.

As regards the withdrawal price, note that the measure provides that from July 1, 2007 to December
31, 2007, the prices paid to producers under this measure, defined with reference to art. 30, para,
30.1,a}, b) and ¢} of the Integrated Text attached to resolution 5/04 (selling prices for electricity
sold by the Sole Buyer to the companies that distribute the power previously sold to the captive
market) are to be constant and equal to the values for the month of June 2007.

Still on the subject of distributors withdrawing electricity under resolution 34/05, as well as on-the-
spot exchange, note that with its recent consultation documents the Authority has proposed important
changes to the regulation of these types of renewable incentives, based on which the distributor would
remain solely responsible for the technical activities relating to the management and to withdrawal and
exchange services, as well as the transmission to GSE, the Manager of the Electricity System of the
measures needed for the commercial management of the relationship with customers applying for such
services, which would become the exclusive responsibility of GSE.




ENERGY SAVING

Pursuant to the decrees of the Ministry of Productive Activities and the Minister of the Environment of
July 20, 2004 for the period 2005-2009, distributors of electricity and natural gas who on December
31, 2001 served at least 100,000 end-customers are required to comply with specific savings
objectives, in proportion to the amount of energy distributed. Not less than 50% of the specific
objective has to be achieved by means of a corresponding reduction in consumption of the energy
source distributed.

In order to achieve these objectives, distributors will be able to develop energy saving projects, in
compliance with the provisions of Law 239/04 (Marzano Law) and the related implementation
instructions, especially in matters concerning post-meter activity.

"Energy efficiency certificates" (white certificates) will be assigned by GME as an attestation of the
energy savings (measured in tonnes of oil equivalent, toe) achieved as a result of the projects carried
out Gestore del Mercato Elettrico .

In order to achieve the objective, these certificates can also be purchased from third parties, in tofo or
in part, through bilateral negotiations or in a specific market.

With resolution 18/07 the Authority amended the estimates contained in the standardised evaluation

schedules adopted with resolutions 234/02 and 111/04, relating to the quantification of the energy

savings achieved by:

v replacing incandescent lamps with compact fluorescent lamps with a built-in power supply;

v installing low-flow (EBF) shower heads in houses;

v installing aerated jet breaker filters in taps for homes, eliminating the need for purchase coupons to
establish a right to them.

Tariff grant

With resolution 219/04, the Authority decided on the standard tariff contribution (100 euro per toe
saved, for the period 2005-2009) to cover the costs incurred by operators to achieve the savings
objectives; it also defined the methods of applying for the contribution, which were explained in
further detail in resolution 98/06. This resolution also defined the criteria and methods for the
verification, by May 31 of each year, that those obliged have achieved their specific energy savings
objectives in accordance with the ministerial decrees of July 2004.

In September 2006, the Authority announced that this amount would remain the same for 2007.

AEM Gas and AEM Elettricita have received grants from the Electricity Equalisation Fund of 298,100
euro and 282,700 euro respectively for 2005, pursuant to resolution 13/07.

With resolution 230/07, the Authority granted a mandate to the Electricity Sector Equalisation Fund to
pay the total annual tariff contributions owed to distributors for achieving the energy efficiency targets
for 2006 (those obliged to pursue them).

AEM Gas and AEM Elettricita should respectively receive contributions of 703,100 and 566,000 euro.
With resolution 231/07, the Authority extended the September 30 deadline laid down in resolution
219/04 (for updating the tariff contribution awarded to distributors for achieving specific energy
savings targets) to the end of November 2007.

This measure follows the end to the consultation on updating the value of the contribution, with which
the Authority had proposed to operators a reduction in the value of the contributions paid for
cancellation of Type 1 and Type Il Efficiency Certificates, as well as a differentiation of the
contribution for the two types of certificate, bringing forward the starting date for the value of the
payment, also if changed, from June 1 to January 1 of each year.
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In consideration of the imminent update of the ministerial decrees of July 20, 2004, the Authority did
in fact consider it opportune (o retain the right to evaluate possible measures regarding this matter only
after publication of the decisions made by the Ministries concerned in connection with the national
regulations on efficiency.

Sanctions

In a communication sent on December 29, 2004, the Authority clarified the methods that it will follow
in applying the sanctions foreseen in the ministerial decrees of July 2004 to those obliged who are in
breach of contract.

The sanctions will be "proportional and in any case higher than the amount of the investments needed
to compensate the breaches of contract".

Energy savings objectives for the year 2007

With resolution 293/06 the Authority set the energy savings targets for 2007.
The specific target for AEM Gas S.p.A. came to 14,176 toe.
The specific objective for AEM Elettricita S.p.A. came to 11,083 roe.

Enerey efficiency certificates earned

Thanks to the energy saving projects realised in the period 2001-2005, as well as in 2006 and 2007,

and 1o bilateral purchases:

v AEM Gas S.p.A. has to date obtained recognition for around 9,400 certificates, which is sufficient
to cover the 2005 and 2006 target and part of the 2007 target;

v' AEM Elettricitd S.p.A. has to date obtained recognition for around 13,000 certificates, which is
more than sufficient to cover the 2005 and 2006 and part of the 2007 1argets.

INSTRUCTIONS ON ACCOUNTING AND FUNCTIONAL UNBUNDLING

With resolution 11/07, partially amended by resolution 253/07, the Authority issued an Integrated Text
on administrative and accounting unbundling for companies operating in the electricity and gas
sectors, modifying the current rules (established by resolutions 310/01 and 311/01).

In particular, the resolution introduces obligations for vertically integrated groups to unbundle the
management of key infrastructures for deregulation (including distribution and measurement) and the
activities carried on in the free market. The purpose is to ensure neutrality in the management of these
infrastructures and to avoid discrimination in the access to commercially sensitive information and
cross-transfers of resources between segments of the chains.

To this end, the plan is to give these activities, due to be unbundled, decision-making and
organisational autonomy by having them administered by an “Independent Manager”. The deadline for
unbundling, which was initially set for January 1, 2008 (except for the unbundling of distribution and
measurement, which will run from 2010 in the electricity sector and from 2012 in the gas sector), was
postponed until June 30, 2008 by resolution 253/07.

The new rules on accounting unbundling, on the other hand, are expected to come into effect in the
first financial period that commences after December 31, 2006, with the possibility of a one-year delay
(requested by the AEM Group).




Quantitative data

Ird Qtr.
07

1,880

909

70

16

3rd Qur.

06

1,954

1.062

61

15

09.30.07 09.30.06

AEM
Electricity distributed (GWh)
Eleciricity sold to captive customers (GWh) (1)
Naturai gas distributed (in millions of cubic

metres)

TdE/Edison

Natural gas distributed (in millions of cubic
metres)

5,620 5,721
2,360 3,289
653 799
86 101

Change

(101)

(429)

(146)

(15)

(1) The 2007 figure includes 153 GWh of electricity sold to protected customers.

% 07/06

-1.8%

-13.0%

-18.3%

-14.9%

The electricity distributed by the Group through the networks located in the Municipalities of Milan
and Rozzano, in the first half of 2007 amounted to 5,620 GWh, in line with the same period of the
previous year (5,721 GWh). The amount of electricity sold to captive customers fell by 13%, coming
in at 2,860 GWh.

At September 30 2007 the Group distributed 739 million cubic metres of gas to customers connected
to its distribution network. These figures also include the share (50%) pertaining to the distribution
activities of Edison, equal to 86 million cubic metres. The gas distributed in the Milan area and in
neighbouring munricipalities amounted to 653 million cubic metres, with a decrease versus the same
period of last year, due to lower consumption of gas for domestic heating caused by the mild
temperatures in the first months of the year.

Income statement figures

3rd Qrr.
07

154

31
20.1%

21

10
6.5%

25

3rd Qtr.
06 Change Millions of euro
Restated
169 (15)  Revenues from sales
28 3 Gross profit from operations
16.6% 9% of Revenues from sales
Depreciation, amortisation and
(17) {4)  provisions
11 (1)  Profit from operations
6.5% % of Revenues from sales
19 6  Capital expenditure

09.30.07 09.30.06 Change

502

116
23.1%

(60)

56
11.2%

82

Restated
558

122
21.9%

(54)

68
12.2%

51

(56)

(6)

(6)

(12)

31
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In the first nine months of 2007, considering AEM's share of the TdE/Edison Group (Delmi Group),
the revenues of the Networks and Regulated Markets sector came to 502 million euro, with a gross
profit from operations of 116 million euro, which after depreciation, amortisation and provisions of 60
million euro led to a profit from operations of 56 million euro.

The following table shows the contribution made to this division by AEM S.p.A., its subsidiaries and
the companies consolidated on a proportional basis:

NETWORKS AND
REGULATED
Millions of euro AEM TJE/EDISON Eliminations MARKETS
09.30.07 093006 09.30.07 09.30.06 09.30.07 09.30.06 09.30.07 09.30.06
Restated Restated Restared Restated
Revenues from sales 485 540 17 18 ] 0 502 558
Gross profit from operations 104 110 12 12 116 122
9 ujRevenuesfmm sales 21.4% 204% 70 6% 66. 7% 23 1 % 21 9%
Depreciation, amortisation and
provisions (55) (50) (5 4) (60) (54)
Profit from operations 49 60 7 8 56 68
% of Revenues from sales 10.1% 11.1% 41.2% 44.4% 11.2% 122%
Capital expenditure 47 46 35 5 82 51

AEM

Turnover in the first nine months of 2007 comes to 485 million euro (540 million euro at September
30, 2006). The various divisions contributed as follows:

- distribution and sale of electricity to captive customers: 396 million euro, down 11% compared
with September 30, 2006. This reduction is mainly attributable to the lower quantities of electricity
sold to customers in the captive market as a result of the current liberalisation process, as well as to
the drop in unit revenues on the sale of electricity following the tariff adjustments decided by the
Authority for Electricity and Gas;

- distribution of gas: 68.7 million euro, a reduction of 5% versus the same period of the previous
year due to lower quantity of gas distributed during last mild winter;

- public illumination and traffic light services: 19.9 million euro, 5% down on September 30, 2006

due to a lower level of activity in new public illumination and traffic light systems.

Gross profit from operations at September 30 2007 amounted to 104 million euro, 5.6% lower than the
same period last year.
The various areas of activity contributed to this figure as follows:

- distribution and sale of electricity only to captive customers of electricity: 71 million euro, in line
with the same period of 2006 (70 million euro);
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- distribution of gas: 32 million euro, down on 39 million euro in the first nine of 2006 due to lower
sales of gas for the reasons mentioned above;

- public illumination and traffic light services: 1 million di euro, in line with September 30, 2006.

Depreciation, amortisation and provisions amount to 55 million euro (50 million euro at September 30,
2006).

As a result, the profit from operations came to 49 million euro, a decrease on 2006 in the same period
of 2006 (60 million euro).

Capital expenditure amounted to 47 million euro and mainly concerned:

- development and maintenance work on the plants in the electricity distribution division for 30
million euro, which relate to the connection of new users, expansion and refurbishment of the
medium and low voltage network, maintenance work on the primary and secondary plants and the
modernisation of internal plants; the remote management system is also being developed and the
first electronic meters are being installed at users' premises;

- development and maintenance work in the gas distribution area for 17 million euro, which mainly
concerned connecting new users, as well as replacing medium and low pressure underground
tubes, risers and measuring devices.

TdE/Edison

In the first nine months of 2007 revenues came in at 17 million euro, with a gross profit from
operations of 12 million euro.

The profit from operations, after depreciation, amortisation and provisions of 5 million euro, amounted
to 7 million euro.

The capital expenditure of the period amount to 35 million euro and refer to:

« construction of the Cavarzere-Minerbio gas pipeline;
« upgrading the Collalto storage facility.

163




164

WASTE & FOWER

Regulatory and tariff framework

Decree 152 of April 3, 2006 "Rules on environmental matters" acts as the regulatory framework for the
waste sector. The new legislation (also known as the Environment Consolidation Act), which
implements Law 308 of December 15, 2004 "Mandate to the Government for the reform, coordination
and integration of legislation regarding the environment", has in fact revised all of the national rules on
the environment, expressly abrogating the Ronchi Decree as regards the regulation of waste.

Up until promulgation of the Consolidation Act, the national framework law on waste was the Ronchi
Decree.

The technical rules laid down in the outgoing regulatory framework on waste disposal still remain in
force as part of a transitory system unti} the rules for implementing the Consolidation Act are issued.

The Environment Consolidation Act

The Consolidation Act provides that waste management is carried out in accordance with the
principles of precaution, prevention, proportionality, responsibilisation and cooperation of all of the
persons and entities involved in the production, distribution, utilisation and consumption of the goods
that generate the waste, in compliance with national and EU rules of law, with particular reference to
the EU principle "whoever pollutes, pays". To this end, waste management is carried out according to
criteria of effectiveness, efficiency, economy and transparency.

In order to achieve the objectives of the decree, Public Administrations are pursuing direct initiatives
to foster on a priority basis the prevention and reduction of the quantity of waste produced and its
noxiousness, above all by:

a) developing clean technologies that permit a more rational use and less waste of natural resources;

b) developing from a technical point of view and launching on the market products conceived in such a
way that they do not add to, or that add less to, the quantity or noxiousness of the waste that they
generate and the risks of pollution, thanks to the way they are made, used or disposed of.

¢) developing appropriate techniques for the elimination of toxic substances in waste products in order
to encourage their recovery.

It is also foreseen that Public Administrations should adopt ways of recovering waste products by

recycling them or reusing them so as to obtain secondary raw materials; alternatively, waste can also
be used as an energy source.

Main changes made to the Environment Consolidation Act

The law that delegated the power to promulgate the Consolidation Act expressly provided for the
possibility to adopt corrective measures to integrate the decree within two years of it taking effect. The
Act was therefore subject to numerous amendments and it still being revised.

Eighteen decrees implementing the Consolidation Act were issued on May 2, 2006.

With a communication published in the Official Gazette no. 146 of June 26, 2006, the Environment
Ministry announced that seventeen of these decrees had not been registered by the Court of Accounts,
as they had not been sent to it in advance for the control foreseen by art. 3.1 of Law 20/1994, with the
result that they did not have any legal effect.




The review procedure was initiated also to take account of Italy's deferral to the European Court of
Justice on July 3, 2006 by the EU Commission for the excessively strict definition of "waste" adopted
in the Consolidation Act, which initially excluded HQ FFW (high quaiity fuel from waste), metal scrap
and other types of waste used by the steel and metaltlurgy industry.

Law 228 of July 12, 2006 which converted Decree 31/2007 (the so-called. “"decreto milleproroghe" or
thousand extension decree) postponed the introduction of the VIA rules envisaged by the
Consolidation Act from January 31, 2007 to July 31, 2007.

On November 8, 2006, Decree 284 amended the Consolidation Act with special reference to the
extension of the Basin Authorities, reconstitution of the Water Resources and Waste Supervisory
Authority and of the National Waste Observatory.
Further amendments to the Consolidation Act were made by Law 296 of December 27, 2006, (the
2007 Budget Law):
- the Region has been delegated the task of achieving significant cost savings in the management of
waste at Optimal Territorial Ambit (OTA) level, with reference to those OTAs that do not ensure
differentiated collection of urban waste equal to the following minimum percentages:

« at least 40% by December 31, 2007;

* at least 50% by December 31, 2009;

* at least 60% by December 31, 2011;
article 229.6 of Decree 152/2006, which allowed FFW (fuel from waste} and HQ FFW (high quality
fuel from waste) to benefit from the incentives provided under article 17.1 of Decree 387 of
December 29, 2003, has been revoked:
- the government funding and incentives for the promotion of renewable sources can only be granted
for the production of electricity from renewable sources as defined in article 2 of EC Directive
2001/77/CE (wind, solar, geothermal, wave, sea current, rainfall, biomass, landfill gas, gas from
purification processes and biogas). This directive defines biomass as the biodegradable part of
products, waste and residues produced by agriculture (including vegetable and animal substances),
forestry and related industries, and the biodegradable part of industrial and urban refuse.
this is without prejudice to the funding and incentives granted under previous legislation to plants
already authorised and effectively under construction, including the conventions adopted by
resolution of the Interministerial Price Commission on April 12, 1992 (CIP 6) to support similar
energy sources;
- the Minister for Economic Development has to redefine in a later decree the amount and duration of
the support given to similar non-renewable energy sources used by plants already built and in
operation, in compliance with the general principles of the Italian legal system, with a view to
reducing the charges borne by electricity prices and eliminate any economic advantages that are not
specifically motivated and in line with the EC Directive;
the right to receive green certificates for the electricity produced by using non-biodegradable
components of waste has been eliminated by revoking the provisions of Decree 387/03, which
permitted this form of incentive.

The decree review procedure was interrupted as a consequence of the lack of respect for the times
established by the law for the various approvals to be given by the pertinent parliamentary
commissions.

As a result, on September 13, 2007 the Councii of Ministers approved at first reading the text of a new,
single legislative decree containing amendments to the Consolidation Act, which also included the
previous amendments-in-progress.

The changes envisaged in the "Unified Amendment” concemn in particular:

165



166

- the notion ot by-product, with the introduction of new conditions that materials deriving from a
production cycle have to comply with to be excluded from the waste system and the cancellation of
the category of by-products presumed to be removed from the waste system;

- the secondary raw materials for which more restrictive rules have been introduced for the
determination of the production waste materials that are excluded from the waste system, with the
expectation of new requisites 1o be respected and the elimination of "secondary raw materials from
their origin".

- the rules on Temporary Deposits, raising the period within which it is permltted to store toxic waste,
independently of the quantity involved, to three months;

- revocation of the rules contained in the delegation law on the special regime initially reserved for
steelmill and metallurgy waste.

The procedure for the definitive approval of the "Unified Amendment" initiated in September 2007

envisages three approvals by the Council of Ministers and the same number of reviews by the pertinent

Parliamentary Commissions.

Other waste legislation

In implementation of EC Directive 1999/31/CE on waste landfill dumps, Decree 36 of January 13,
2003 was published with a view 10 identifying specific norms for the correct disposal of waste,
introducing prescriptions, procedures and requisites for landfill dump management. Two of the
novelties include the identification of obligations for the manager after closure of the dump during the
so-called "post mortem” period (which lasts 30 years) and a new classification of dumps: dumps for
inert, non-dangerous and dangerous waste. Decree 36/2003 also identifies fourteen categories of waste
that cannot be dumped in landfills, laying down generally that waste materials can only be dumped in
landfills after they have been treated (except for inert waste that technically cannot be treated and those
for which treatment does not help achieve the aims of the decree and for which treatment is not
essential to comply with the legal limits).

Law 296/2006 extended from December 31, 2006 to December 31, 2007 the deadline for being able to
dump the types of waste listed in Decree 36/2003.

Quantitative data

During the first nine months of 2007 the Ecodeco Group disposed of 767 thousand tonnes of refuse
and produced 132 GWh of electricity with its own plants.

Income statement figures

As explained in the chapter entitled “Consolidation policies and procedures”, from January 1, 2006 to
March 31, 2006, 30% of the Ecodeco Group's result was consolidated according to the equity method,
whereas from April 1, 2006, the Ecodeco Group was fully consolidated (line by line) as the rights
deriving from the call option held by AEM S.p.A. are considered “potential voting rights” in
accordance with IAS 27,




The following table summarises the results achieved in the first nine months of 2007:

04.01.2006

3rd Qtr. 07 3rd Qtr, 06 Change Millions of euro 09.30.07 09.30.06

Restated Restated

37 40 (3)  Netrevenues 117 88

16 12 4  Gross profit from operations 50 29
Depreciation, amortisation

(8) (8) - and provisions (25) (15)

8 4 4  Profit from operations 25 14

5 - 5  Capital expenditure 8 -

During the period, the Waste & Power Division turned in revenues of 117 million euro, with a gross
profit from operations of 50 million euro (42.7% of sales).

These revenues include, among other things, 83 million euro from the provision of services involving
dump management and waste treatment and disposal, 27 million euro from the sale of electricity and 7
million euro under long-term contracts.

The profit from operations, after depreciation, amortisation and provisions of 25 million euro, came to
25 million euro.

Capital expenditure of 8 million euro mainly relates to building new lots for Group refuse dumps,

carrying out work on biodrying/refining plants and on biogas plants, as well as works on other
buildings.
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SERVICES

The Services Division includes the activities of strategy, governance and control of the industrial
operations and the centralised services provided to the operating units,

In addition to the activities carried on in this sector by AEM S.p.A. and by its subsidiaries AEM
Service S.r.l. and Delmi S.p.A., the Services Division also includes the AEM Group's portion of the
activities relating to the Corporate area of the Edison Group and Transalpina di Energia S.r.l., the
parent company of Edison S.p.A..

In particular, the companies or activities included in this segment are:

AEM S.p.A. and its subsidiaries

« Corporate Division of AEM S.p.A. It is responsible for business development, strategic planning,
control, financial management and coordination of the activities of the AEM Group. It also
provides the subsidiaries and some of its associated companies with administrative, financial, legal,
personnel management, procurement and communication services in order to optimise the
resources that are available within the Group and to use its know-how in the best way possible and
as economically as possible. These services are governed by specific service contracts that are
stipulated annually. AEM S.p.A. also makes office space and business premises available to Group
companies at market rates, along with services related to the use of such facilities.

+ AEM Service S.r.l. It handles relationships with customers in general on behalf of Group
companies as well as third parties, acting as a call centre, performing back and front office
functions, measuring consumption and looking after billing.

+ Delmi S.p.A. This is 2 51% subsidiary of AEM S.p.A., which holds 50% of Transalpina di Energia
S.p.A., the parent company of Edison S.p.A. It acts solely as a holding company.

Companies consolidated on a proportional basis

+ Corporate Division of the TdE/Edison Group (Delmi Group). The results of the TdE/Edison
Group's Corporate Division have been proportionally consolidated at 50% and relate to the
management supervision and control of the industrial and service activities of Transalpina di
Energia S.r.l., held 50% by Delmi S.p.A. and 50% by WGRM Holding 4 S.p.A. (a company of the
EDF Group), which in turn controls 63.33% of Edison S.p.A., and those of Edison S.p.A. itself. It
also includes the activities of the investment holding companies and property companies.



Income statement figures

3rd Qur. 07 3rd Qtr. 06 Change Millions of euro 09.30.07 09.30.06 Change
Restared Restated
29 26 3 Net revenues 93 87 6
(15) (10) (5) Gross profit from operations (38) (41) 3
Depreciation, amortisation

(5) (5) - and provisions (14) (20) 6

(20) (15) (5) Profit from operations (52) (61) 9

3 4 (1)  Capital expenditure 8 10 (2)

Net profit from operations of the Services sector is negative for 52 million euro, an improvement of 9
million euro compared with the of September 30, 2006.

The following table shows the contribution made to this division by AEM S.p.A., its subsidiaries and
the companies consolidated on a proportional basis:

Millions of euro AEM TdE/Edison Eliminations SERVICES
093007 09.30.06 093007 09.30.06 09.30.07 (9.30.06 09.30.07 093006
Restated Restated Restated Restated
Revenues 76 71 17 16 - - 93 87
Gross profit from operations (8) (18) (30) (23) - - (38) (41)
Depreciation, amortisation and
provisions {13) (16) H (4) - - (14) (20}
Profit from operations {21) (34) (31) (27) - - (52) (61)
Capital expenditure 7 8 1 2 - - 8 10
AEM

AEM's contribution to the gross operating profit improves with respect to the same period last year,
mainly thanks to the presence in the first nine months of 2006 of a provision to the Premungas fund (5
million euro) and other provisions for employee benefits (4 million euro). The profit from operations is
negative for 21 million euro (negative for 34 million at September 30, 2006).

Capital expenditure, 7 million euro, principally concerned work on IT systems and buildings.

TdE/Edison (Delmi Group)

In the first nine months of 2007 the Services Division showed a negative gross result from operations
of 30 million euro, worse than in the same period of the previous year.
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OTHER ACTIVITIES

These refer exclusively to the activity carried on by the Edison Group through the joint venture
International Water Holding BV (IWH), a company that operates internationally in project
development and management for water distribution and treatment. These activities contributed 3
million euro to the Group's profit from operations.




Financial statements of the parent company AEM S.p.A.
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AEM S.P.A. os:smz&n’ T """i"z}m}z'éos T '“’og‘}'so;é&;‘s’"“
BALANCE SHEET % % %
(Amounts in eura) B B ___ T - I
ASSETS N .

NON-CURRENT ASSETS i ) R R
Property, plant and equipment_ B T e 204368 | 891,808,644 890,645,375
Intangible assets B 17,550,440 " 7719,850,925 17.457,930
Investments - 2984708832 | | 2736.407,184| 2,778,074,154

Other non-current financial assets i 427,071,376 381.789.274 i 274,699,950
Deferred tax assets o o 71,944 838 __ 69,990,964 _ 76,444,763]
Other nan-current receivables 254 627 240030 | 221,114
TOTAL NON-CURRENT ASSETS (A) o 4,377,833,379 | 95,32 4,099,887,022| 9410’ " 74,037,443,286] 88.50
CURRENT ASSETS S - B R Y e i
Inventories ] - 669,095 715667 IR
Curent financial assets o o 44247500 | 93,111,584 244629,865]
Current derivatives e 33,842,936 B 27,168,008 - 40,925,605

Taxes receivable o T dj?@b?éfé_—wm - :“ 939.1@_ __:__
Trade and other receivables 128,843,718 7|7 126,129,951 T 1734388210
Cash and cash equwalents o i o 42_2‘.188 5,003,549 203,926| .
Other current assets L 6444500 I g7egrel Y 5862,803]
TOTAL CURRENTASSETS(B) ~ ~ ~ ~ """ "31575,716 | 4.68 '256,569,680] 5.89]  486,724,527| 10.23
NON-CURRENT ASSETS HELDFORSALE |~~~ "0} 0.00| — ~ ""500,600; 0.01| 57,823,602 1.27
TOTALASSETS (A+B+€) "™ 4,503,009,095 | 100.00 4,356,856,702; 100.00|  4,561,891,415| 100.00
SHAREHOLDERS' EQUITY AND LIABILITIES ~— — ~ | R
SHAREHOLDERS'EQUITY ~ |7 - - T T "’“"f"‘"" -
Share capital e 936,024,648 936,024,648 936,024,548 )
(Treasury shares) | 63533212 -25,072,459) | 25072459
Legal reserve i 102,394,470 93,659,331 . 935593

Other reserves 7 ) ) B 1,165,194,239 1,069,339.491| " - 989,629,631

Net profit for the period | 109747658 176,702,774/ | 126,501,693

Total shareholders' equity (D) T 2,249,827,803 | 48.98 2,250,553,785| 51.65|  2,120,732,844] 46.49
LIABILITIES . B R N )
NON-CURRENT LIABILITIES R — Tl ]
Mediumilong-term financial fiabilities o 1351788473} 1,333,407 614 1.448,968.779 X
Deferred tax liabiities ~ " ™" 790,482,367 69528976 ~ |7 T T72717.086)
Employee benelits L o | 101,249,847 __ 106,428,768 __]9_1._3‘@;?._22‘*“#“
Provisions for risks B . ) 76231339 | 71898694, | 69935352
Total non-current liabilities (E1) | 1619,751,716  "35.27| " 1,581,264,054] 36.29 1,602,464,426| 37.10
CURRENT LiABILITIES |~ N I ! I
Trade and other payables i B o 163.6@3.488 o 2@@7_’6._535 N 2}9,@@:%9___
Tax liabilities ) 20421409 {388,190 45,854,760 i
Short-term financiai IlablhlteS o B ”_ uimgg - gfijﬁg?_.ﬂi_“ _ 463,137, 507 -
Other liabilities o - 22887780 | £,213,725 - 22858, 828_ e
Total current liabilities (E2) I 723,429,576 | 15.75| 525,138,863 | 12.05| 343 794,145/ 16.41
Total liabiiities (E) T T T 234,181,202 | 5102 T2,106,402,917| 48.35| 2,441,258,571] 63.51
LIABILITIES ASSOCIATED WiTH [ A R R R
NON-CURRENT ASSETS HELD FORSALE | __0.00] ___:“ o 0.00 e 0/ 0.00
TOTAL LIABILITIES'AND,E_C_)__l:'l'IirY (_b_+gs_§ﬂ" i ) " 4,593,009,095 | 100.00 4,356,956,702] 100.00| ~ 4,561,991,415] 100.00
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DIVIDEND INCOME
CURRENT ASSETS

CURRENT ASSETS

TOTAL FINANCIAL COSTS

GAINS (LOSSESI ON

PROFIT BEFORE TAX

NET OF TAX

HELD FOR SALE

NET PROFIT (LOSS)

OTHER NON-OPERATING COSTS

INCOME TAX EXPENSE

INCOME (LOSSESI FROM FINANCIAL ASSETS

INCOME FROM RECEIVABLES/SECURITIES INCLUDED IN

EXCHANGE GAINS AND LOSSES

INCOME FROM RECEIVABLES/SECURITIES INCLUDED iNNGN- ™

INCOME STATEMENT _ | owsozo0r | | ossoz008 | ) 2007 2008 |
(Amounis in euro) % % % %

REVENUES S (R NN A N N IR
REVENUESFROMSALES | T ssmena| 228 sazsasss|  221| 2eeeez| 30| 2800831| 3as
REVENUES FROM SERVICES 101321200 4091|  96338061| 4055 33,102452| 38.09| 31.846.780| 9.2
OTHER OPERATING INCOME 1a0770238| 5684| 135967,647| 57.23| 51185619 58.90( 46.475.256| 57.28
TOTAL REVENUES | Taeressse| to0se| 237,580,263 T00.00| se,s07,073[ 1obo0| #1,122867 100.00
oeeatwgoosts V] Lo
RAW MATERIALS AND CONSUMABLESUSED | gair626| 258|  a008716|  172) 1208185 148 1004313 135
SERVICES USED_ T T T s se.488| a0.43| e9543gs2| 2027| 2811577| 3295 20.446782| 2890
OTHER OPERATING COSTS o | 1esesars| 79|  178es@s7| 7s2| soesees|  e09| s5542317) 683
TOTAL OPERATING COSTS | ioarzs5ez| 4083| 91,507,425 3s.s2| 34702853 3093| 30083412 37.08
LaBoURCOSTS T | ssassas| a4 asg7izes| 1931) 12121671 1395 1164965 1440
GROSS PROFIT FROM OPERATIONS 7 [ Treseisaz| ases|  1ooness7o| az17| anosases| 4si2| 39,354490) esst
AMORTISATION, DEPRECIATION, PROVISIONS AND WRITEDOWNS | 41,626,884 16.81|  a1,026923| 17.27| 13939.980| 16.04| 12,957,218 1597
NET PROFIT FROMOPERATIONS | e6514688| 26.88|  so156,647| 24.00| 26,143589| 30.08| 26397,272| 32.54
GAINS (LOSSES) ON REVALUATION OF FINANCIAL ASSETS | | I R Y I R
HELD FOR TRADING S o| o000 o |” o - o
OTHER GAINS (LOSSES) ONDERWVATIVES | " “g124480|  3.28|  16,108809| 678 -1,062607| -1.22| -10785157| -13.28
GAINS (LOSSES) ON REVALUATION OF FINANCIAL ASSETS B I R D R
AVAILABLE FOR SALE R o| o000 245133) o10| ol el L
FINANCIALCHARGES | ess30089| 2561 seevsero| z391| 23633234 2718( 19908477 2454

DISPOSAL OF PROPERTY, PLANT AN AND EQUIPMENT

OTHER NON—OPERATING PHOFITS

NET PROFIT (LOSS) OF ONGOING OPERATIONS

NET RESULT FROM NON-CURRENT ASSETS SOLDOR

T T r1282a028| asss|  13esiames| ssra| v1asmee| 132 2ss7230| as

100771.658| 44.32| 132401247 s577|  ataes| o036 eoe7| oot

e 534.487| 022}  _88551| 004) 175562 020 49| 000

e e o e e ; 2504.876) _1.01 6.928.480) 28921 646,169| 0.74| 2520481| 311
- - i 13,208] 001 5987 o000| T ooo| oo 27.166| 003

T T T T Tarsuess0| 2322|  69.058,137|  41.70| 20,550,845 -27.10| 28,136,404 -34.68
MENT | lisz00| 001 sso3z0| o025 of - 7803 o1

s T o 0 I 0 1 0 -
e 3273500 132 o 1| T 0 ; o .
| rmamisw| eeas| vsasorvos| “eess| zssases) 258 t7aaas| 213
S 12520589| 506 13807,155| s81| 3630505 418| s137482[ e
o | os2r00es| saes| 1asoossas)|” eros| -roareer| il sssasnf a7

1,536,710

109,747,658

-18, 414 256

126 591 693

53.29
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1057,037)

2

|-

_12,354,430| -

18,176

0.02

-189,223,24%
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JCASH FLOW STATEMENT } |
{Amounts in euro) 09.30.2007 12.31.20086 09.30.2006
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
PERIOD 5,003,549 13,542,725 13,542,725)
Operating activities
Net result for the period 109,747,658 0 126,591,693|
Net result for the year 176,702,774
Non-monetary flows:
Depreciation of property, plant and equipment 34,288,511 41,395,089 30,031,170
Amortisation of intangible assets 2,992,753 4,792,930 3,161,998
Writedowns (Writebacks) of investments 0 6,151,983 16,906,413
Change in provisions for employee benefit provisions 5,178,921 13,826,436 8,740,897
Change in other risk provisions 4,332,645 8,933,917 6,970,575
Change in deferred tax liabilities 20,953,379 8,118,702 10,806,790
Change in working capital:
Change in trade receivables and other short-term receivables -7,299,550 5,224 919 -34,761,726
Change in inventeries of materials 46,573 -1,018 -9,035
Change in trade payables and other short-term payables -36,536,736 -73,795,133 -33,585,478
Change in liabilities to related parties -17,278,176 7,156,620 -7,874,388
Change in assets to related parties 408,885 93,895,404 44,374,609
Future net cash flows from operating activities 106,477,021 292,402,623 171,353,518
Investing activities
Capital expenditure in property, plant and equipment -18,829,133 -51,301,860 -35,468,342
Capital expenditure in intangible assets -901,268 -7,661,521 -3,837,594
Disposal of property, plant and equipment 54,900 3,328,010 21,680
| Investments -294,181,432 -147,742,000 -40,573,580
| Sale of investments 399,322 147,754,713 14,030,615
Other changes in investments 0 500,000 57,823,602
Purchase and sale of treasury shares -38,460,753 -2,316,135 -2,316,135
Future net cash flows absorbed by investment activities -351,918,364 -57,438,793 -10,319,754
Free cash flow ~245,441,343 234,963,830 161,033,764
Financing activities
Due to banks 261,106,881 -391,247,382 -85,967,890]
Financial receivables from related parties 49,061,915 181,284,886 29,847,692
Assets for financial derivatives -6,674,928 7,227,025 -6,530,572
Liabilities for financial derivatives 0 -1,157,203 -1,157,203
Financial payables to retated paries 20,661,607 25,146,269 14,252,447
Bonds -11,355,000 -26,700,000 -18,100,000
Payables in current a/c to parent entity 4,182,345 -45,948,031 -36,442,135
Payment of liahilities for finance leases -4,109,650 -5,459,545 -3,913,312
Changes in shareholders’ equity 52,630,340 120,463,308 40,753,448
Dividends paid -124,643,228 -107,112,333 -107,112,333
Future net cash flows absorbed by financing activities 240,860,282 -243,503,006 -174,369,857|
CHANGE IN LIQUID FUNDS -4,581,061 -8,539,176 -13,336,093
CASH AND CASH EQUIVALENTS AT THE END CF THE PERIOD 422,488 5,003,549 206,632
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Statement of the Manager in charge of preparing accounting documents pursuant art. 154 bis,
2 of D.Lgs. 58/1998

The Manager in charge of preparing the Company's accounting documents of AEM S.p.A., Paolo
Rundeddu, declares pursuant to art. 154 bis, 2 of the Finance Consolidation Act (D.Lgs 58/1998)
that the information disclosed in this consolidated quarterly report agrees with the supporting
documentation, books of account and accounting entries.

E END



